» 0OUTT 


““"T OURNAL OF 


ERICAN INSURANCE 





to, 
— 


Ree 











Treatment of Back 
Injuries 

& 

Insurance From Buyer’s 
Viewpoint 

* 


Fewer Big Fires During 
1939 


* 
Low-Cost Housing and 
Insurance Funds 
* 
Spotlight Back on 
“Missouri Compromise” 
» 
Notes About the 
Insurance World 


PRICE TWENTY-FIVE CENTS 











Maun Mutual Fire Insurance 
offers to policyholders the 
maximum protection at the 


most reasonable cost possible. 
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ILL MUTUALS 


ARE GENERAL FIRE 
INSURANCE CARRIERS 


Millers Mutual Fire Imeurance Co... . 2... cece cccsccccccccecccccecs Harrisburg, Pa. 
Deane pees Pave Hienneew Cai... «iki is ocd oe cade case dimen Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co..... ........ 0c ce eee Wilkes-Barre, Pa. 






Millers Mutual Fire Insurance Association. ... ........050eeeeeeeccceecel Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co.............-200 +2 ee ee Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co..... 2. .....- 20 eee eee eee Kansas City, Mo. 
National Retailers Mutual Insurance Co....... 2.62. e eee e cece eecceens Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co... . .........20 000 ee eens Lansing, Mich. 


Mill Owners Mutual Fire Imsurance Co... .. 2... 0.0... 2 cece ee eee eee Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, IIl. 


A service organization maintained by the Mill Mutuals. 
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POLICYHOLDERS OUR 
FIRST CONSIDERATION 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga——Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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TWENTY-EIGHTH ANNUAL FINANCIAL STATEMENT 


MICHIGAN MUTUAL LIABILITY COMPANY 


DETROIT, MICHIGAN 
FISCAL YEAR ENDING DECEMBER 31. 1939 


* 
ASSETS 

CASHIN OFFICEAND BANKS ........... «6. 6 « « « « $1,270,521.60 
UNITED STATES GOVERNMENT BONDS (Market Value) ..... . . . .  3,608,206.00 
STATE AND MUNICIPAL BONDS (Market Value) . . . . ....... . ~~ 916,031.23 
UTILITY AND INDUSTRIAL BONDS AND STOCKS (Market Value) . . . . . . 242,500.00 
REAL ESTATE AND BUILDINGS (Home Office and Industrial Hospital). . . . . 769,900.00 
REAL ESTATE INVESTMENTS (Leased or Land Contracts) . . . ..... - 188,138.50 
REAL ESTATE MORTGAGES (Improved property only) . . .... «ss 53,468.60 
PREMIUMS IN COURSE OF COLLECTION (Less than 90 days due) . .. . . 750,385.26 
ROCMUED UNTER GUUGCUNETNS ww tt ttt HO 25,238.28 

TOTAL ADONTTE AGUS ww kk tt ttt te Oe 


LIABILITIES AND SURPLUS 


STATUTORY RESERVE FOR EGGSS . 2. 2 st sew se te ee st ee el el he 6S RES ERR 2 
STATUTORY RESERVE FOR UNEARNED PREMIUMS ........ ~~ 1,827,381.30 
RESERVE FOR TAXES, EXPENSES AND DIVIDENDS . ........2426-. 311,659.22 
VOLUNTARY CONTINGGNM: HESEEVS «set se eee eee wees 250,000.00 
TOTAL LIABILITIES AND RESERVES .. «© © s 6 © © © © © © 6 © 0 6 6 SGMeees.oO 
a ee a ee ee ee ee ee er 

TOTAL LIABILITIES, RESERVES AND SURPLUS ...... . . . . $7,824,389.47 


Securities Carried at $206,000.00 in the Above Statement Are Deposited as Required by Law. 


We hereby certify that the above statement of assets and liabilities and surplus, in our opinion, correctly 
sets forth the financial condition of the Michigan Mutual Liability Company at December 31, 1939. 


JOSEPH FROGGATT & CO., Inc. 
Public Accountants and Auditors 


- 
BOARD OF DIRECTORS 


E. R. Ailes Detroit J. L. Dryden Detroit Walter E. Otto Detroit 
Secretary-Treasurer President, Long Mfg. Co. President of the Company 
Detroit Steel Products Co. Frederick T. DuCh 
F. S. Bigler Detroit ealannaaades ies a a Percy Owen Grand Rapids 
- &. BI elrol Pres., Michigan Bakeries, Inc. 
The S. B. Hill Estate Director, The Detroit Bank ss 
W. H. Burnham Adrian James Inglis Detroit O- A- ~~ : Muskegon 
i res.den 
labestelaliat ; Chairman, American Blower Corp. West Michigan Steel Foundry Co. 
Frederick L. Colby, Jr. Detroit A. F. Jackson Detroit 
Secretary, Berry Brothers, Inc. Vice-President A. A. Templeton Detroit 
Mich ble I Co. 
William H. Colvin, Jr. Detroit a marty tg 
Pres., Rotary Electric Steel Co. E. A. Mavis Chicago . 
> Cet She Treas., American Excelsior Corp. H.N. Torrey, M. D. Detroit 
President, Weis Mfg. Co. G. P. McCallum Ann Arbor Surgical Director 
: - Director, Michigan Motor Bus Assn. of the Company's Hospital 
M. A. Cudlip Detroit ‘i 2 : 
Vice-President-Treasurer F. Meyer Grand Rapids S. Wells Utley Detroit 
McLouth Steel Corp. Pres., Leitelt Iron Works Pres., Detroit Steel Casting Co. 


NON-ASSESSABLE Yi PARTICIPATING 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 MADISON AVENUE e DETROIT, MICHIGAN e PHONE CHERRY 4800 


Branches in Principal Cities in Michigan, Ohio and Indiana 





Workmen's Compensation @ Automobile @ Group Accident and Health @ General Casualty Lines 


FOUNDED IN 1912 
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Sata Pn ’ 8 RO ANAS ene ee wee PETES 
































VIII 


_ 


R¢ 


EDI 


NO’ 


MA, 


BU) 


PIN 


REC 


MAS 


MUI 


Tern 
in th 














Pa MN REE See 
See ee 


SOT Re 


ESAS I NI PYRE es 


FETE ERNIE Rae eee 


SPEER ESA 


PR ERAETS: 





JouRNAL OF AMERICAN INSURANCE 


JOURNAL OF 


AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
919 N. Michigan Ave., Chicago, Ill. 


Vol. XVII 
No. 2 


February 
1940 





Copyright 1940 by American Mutual Alliance 


A. V. GRUHN, Editor and Manager 
EDWIN L. POOR, Managing Editor 
L. A. FITZGERALD 


Associate Editor Associate Editor 
H. F. SWANSON 


Business Manager 


AMBROSE B. KELLY 

















CONTENTS 


FRONTISPIECE Page 
John G. Gontrum, Commissioner of Insurance 
RN Se NIN a a oh 6014 o.4 Gio css So vats peerele ins 4 
II 0 67.207) ©4559. gre erake furereserias Gres aieneiousl vv laaenunree 5 
NOTES ABOUT THE INSURANCE WORLD.......... 6 
Pe OO BI oo ois ce ciowesedecneecsions 11 


BUYER’S VIEWPOINT OF INSURANCE 


TREATMENT OF BACK INJURIES 
ee eee eee ee U7 


PINK SEES LOW-COST HOUSING AS FIELD FOR 
INSURANCE FUNDS .... 2... cccccccccccccvees 21 


NPE 66 656) 0 ovo:.0reie esis © v-ecewieiwisru sare sieieis 23 


MASTER’S REPORT PUTS SPOTLIGHT BACK ON 
MISSOURI COMPROMISE ..........--++ee00- 25 


MULTI-SPLIT EXPERIENCE RATING PLAN......... 27 


Terms of Subscription: 25 cents per copy; $2.50 per year 
in the United States and Canada; $3.50 in other countries 


February, 1940—3 


THIS MONTH 
* 


F variety is indeed the spice of life 
our present issue qualifies as one 
with ample seasoning in its contents 
— from the lesson to be deduced 
from big fires of 1939, to technical 
casualty discussions, and from there 
picking up many subjects including 
comment on the latest Missouri Com- 
promise developments. So whether 
you are interested in back injuries, 
low-cost housing, reciprocity, or the 
buyer's viewpoint of insurance you 
can find these matters treated here, 
with much news and_ considerable 
editorial comment. The address of A. 
P. Lange, presenting the buyer's view- 
point of insurance not only gives 
much valuable information but touches 
upon a subject of great interest to 
the insurance fraternity. Superin- 
tendent Pink's suggestion as to a new 
outlet for insurance funds will also 
stir various reactions according to 
one's slant on present day perplex- 
ities. The master's report in the Mis- 
souri case will cause many to wag 
their heads and say ‘What next". 


NEXT MONTH 


HE February menu looks so prom- 

ising that we are moved to have 
more dealing with similar subjects. 
One article which should be of spe- 
cial interest at this time, in view of 
the direction of the most recent life 
insurance hearings in Washington, 
analyzes the investment outlook; it is 
from the respected pen of Professor 
G. Wright Hoffman of the Univer- 
sity of Pennsylvania. And, in defer- 
ence to the approach of spring, farm 
insurance problems will be the sub- 
ject of editorial discussion. 
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JOHN G. GONTRUM gz 


Se The 
Commissioner of Insurance 


a poo 
State of Maryland © fort 


S a prominent Maryland lawyer whose experience has included the important i bat 
A position of Secretary of State, Commissioner Gontrum is well qualified to © of 1 
bring sound judgment to the solution of the problems of his office. In insurance whe 
circles he has made an outstanding impression by his eloquent presentation of lor 
various matters during sessions of the National Association of Insurance Com- a 
missioners, in which body he holds the following committee appointments: _ 
casualty and surety, taxation, misallocated premiums, uniform code, and insur- anc 
ance publications. I 
sur. 
dest 
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Photo by Underwood & Underwood, Washington, D. Cc. 
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EDITORIALLY 
WE SAY«ane 




















T is roughly estimated that fashions recur every seven 
years. This seems to be true of other fields than 
women’s dresses. The history of competition in this 

country reveals that every so often there is a flurry about 
some new idea that is going to threaten the retail business 
of the nation. 

lew of these so-called threatening ideas are new. None 
of them have run the retail merchant out of town. Neither 
the mail-order concern, nor any other competitive de- 
velopment has made any devastating inroads on the trade 
of the independent store keeper who has kept up with the 
times. The efficient business man in any field is the one 
who remains on top. 

The same observation may be made concerning the co- 
operative stores. In England where they arose a hundred 
years ago they have succeeded to some extent in certain 
homogeneous workers’ groups. In Sweden they have had 
a similar experience but their greatest expansion has been 
induced by the necessity of the common people finding 
some way to correct flagrant monopolies. Nowhere in 
places where free competition is open to all has the co- 
operative gone much beyond withdrawing a mere drop 
in the bucket from the alert middleman’s trade. The 
co-ops, after the decades they have been in existence, still 
do only about 1% of the retail business in the United 
States, and most of this amount is in connection with 
other activities of farm cooperatives. The streets of towns 
and cities of every section of America are lined with autos 
of farmers every day of the week, especially on Saturdays, 
and these people are not trading at cooperatives—few of 
them have ever seen or heard of a cooperative—they are 
trading at the good old retail stores. 

If cooperatives are a force to be reckoned with, the 
situation should be handled as suggested by speakers at 
the recent Conference on Distribution. They said, in 
effect, that if cooperatives have had special advantages 
handed to them by the government or legislatures these 
should be looked into and eliminated if need be. But fur- 
ther than that the merchant should not complain if com- 
petition keeps him on his toes. 


These few paragraphs, of course, do not exhaust the 
possibilities of comment on cooperatives but they do sum- 
marize what the real situation is. What has been said 
above is in reality a prelude to a consideration of the rela- 
tion of insurance to cooperatives. 


As a matter of fact there is no direct relationship at all. 
The principle of many people joining together to create a 
pool of money out of which the few who meet with mis- 
fortune will be reimbursed, is very evidently a coopera- 
tive idea. No plan for this purpose could be anything else 
but cooperative. But it has nothing to do with the selling 
of merchandise. It is wholly and distinctly a service 
whereby a group of people are hired to administer a fund 
for the benefit of all who have contributed. The manage- 
ment handles the details of this enterprise for the purpose 
of paying losses promptly and equitably as they occur. 
Fundamentally that is all there is to the work of an insur- 
ance company. 

Recently there has arisen the old cry that mutual in- 
surance is like the cooperative movement and is out to 
destroy individual enterprise; some competitive enthu- 
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siasts even going so far as to call mutual insurance com- 
munistic. But sober, unexcited thought will demonstrate 
that mutual insurance is not a part of any other move- 
ment. It is a distinct entity in itseli—established in this 
country nearly a century before the merchandising coop- 
eratives were formed, even in England. Its purpose is to 
conserve the interests of its policyholders. A large part 
of its growth has been among middlemen who have used 
its facilities to increase their profits. To a large degree, 
middlemen are the ones who formed mutual insurance 
companies. 


First out there were no stock insurance companies in 
America. The mutuals had the entire field. Then some- 
one came along and thought up a plan by which a per- 
centage could be tacked on to ordinary expense in such 
a way that little notice would be taken of it. Truth to 
tell, the mutuals were not so very aggressive about 
advertising or otherwise going after business. Doubtless 
the advent of the stock companies as competitors was 
the best that could have happened for the mutuals. It 
begot competition which always, if free, eventually helps 
any business. At first the mutuals did not care to ex- 
pand rapidly, but competition called this need to their 
attention. Their service and capacity today is huge and 
widespread. 

e @ ®@ 


UTUAL companies thus started the insurance 

procession in this country. But once the stock 
companies were formed, some of their representatives 
lassoed white horses and galloped lustily to the head 
of the parade. Their uniforms were bright and the pub- 
lic, out of curiosity, showed considerable interest. But 
as the cavalcade proceeded the stock people began to 
shout, “We are the true exemplars of insurance. These 
others behind are stragglers, unpatriotic and if left to 
proceed will destroy American business.” 


All this made little difference to the mutuals except 
to inspire them to put on another procession distinctly 
their own on another Main Street. Well, the parades 
have been going ever since; the stocks making the most 
noise it is true, and their flags and banners are resplend- 
ent with color. But the observant public knows that 
those in the mutual ranks have good soles on their 
shoes, good cloth in their clothes; reputations as good 
citizens. 


Smile with us a little then,” when we observe the old 
campaign against the mutuals beginning anew. This 
time promoted mostly by a few stock groups who of 
late have exhibited signs of sales hysteria, wasting their 
time at state and national meetings trying to pep each 
other up with peddling the notion thaf mutual insur- 
ance is born of Moscow and that stock insurance must 
save the nation. An intriguing delusion of grandeur 
this, but ridiculous anywhere else except on stock con- 
vention platforms, and certainly of negative value in 
the office of a businessman who knows his way about. 
And similar comment may be made on the appearances 
of speakers more or less fresh from patriotic fields, but 
now devoted to self-serving propaganda whereby stock 
insurance becomes the bulwark of liberty, the essence 
of American democracy. 


(Continued on next page) 
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It doesn’t fool many people. The 
genesis of it all is the recognition by 
some stock agents and groups that 
business is gradually slipping away. 
Agents of the less efficient type find 
solicitation harder. Resort is there- 
fore made to the device of inspiring 
fear in the hearts of insurance buyers. 
This has the virtue of being some- 
what spectacular, no doubt, but it is 
pathetic to witness how those who 
use it become tangled in their own 
net. 

For the business world knows by 
this time that the plea for stock in- 
surance on the basis that the insured 
is best served by the agency system 
is made of no effect by the offering 
of mutual insurance either by com- 
missioned or salaried agents — take 
your choice. Nor is this a new devel- 
opment. There have always been 
mutual agents. 

The “capital stock” argument is 
shot full of holes by the mutuals 
handsome surplus figures. The 
“superior service” boast is seldom 
heard any more because the mutuals 
have long since matched favor with 
favor. The assessment bugaboo has 
gone with the wind. There is nothing 
much left but the request, ‘Please 
buy from me because I need the busi- 
ness” — or as a last resort — “Don’t 
deal with that Communist bunch.” 

Competition is tough, of course, but 
it is going to be tougher for that sec- 
tion of the stock world which relies 
on the unreliable to get the business. 
Some of the more flagrant violators 
of the solicitors’ code of ethics should 
read up on history. Any ancient hoax 
will finally wear out. 

ee @ @ 


Insurance Taxation Report 


| by U. S. Chamber 


A NEW HIGH IN HIDDEN TAXES 
WHICH ARE INDIRECTLY PAID BY IN- 
surance policyholders was established 
in 1938 according to a survey recently 
made public by the Insurance Depart- 
ment of the Chamber of Commerce of 
the United States. The amount was 
$106,979,000. 

This figure, the Chamber states, 
represents the special state insurance 
taxes, licenses and fees, and is in addi- 
tion to the taxes insurance pays in 
common with other lines of business. 
While everyone in the United States 
pays taxes, the survey points out, the 
insurance policyholders of the country 
bear an extra burden, through these 
hidden insurance taxes, that in the 
aggregate is impressive. These spe- 
cial taxes are “invisible” in the sense 
that they are not paid as such by the 
policyholder, but constitute a part of 
the costs entering into the premium 

(Continued on page 22) 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


43% OF THE BUSINESS ESTABLISH- 
MENTS THAT BURN NEVER RESUME 
operations — American skiers are 
spending more than $20,000,000 an- 
nually engaging in the sport—The 
temperature of dry ice, the coldest 
substance in common use, is about 
109 F. below zero—Domestic air- 
lines observing 221 schedules daily, 
fly 250,000 miles every 24 hours— 
Retail price of one gallon of gaso- 
line, exclusive of taxes, is 7¥%4c be- 
low what it was in 1923, “normal” 
retail price year used by the Federal 
Government—3% of cars built prior 
to 1924 are still in use—The lecture 
business in the United States grosses 
from three to five million dollars in 
revenue yearly—Trees blown down 
during the 1938 New England hur- 
ricane contained enough lumber to 
floor 140 square miles with planks 
an inch thick—Fifty million postage 
stamps are printed daily. 

ee ® 


A. M. A. Insurance Series 


TWO ADDITIONS TO THE SERIES OF 
PAMPHLETS ISSUED REGULARLY BY 
the American Management Associa- 
tion on various subjects bearing on 
personnel, production, finance, mar- 
keting, office management, and insur- 
ance, have been published recently. 
The pamphlets, known as insurance 
series, No. 33 and No. 34, deal with 
insurance management developments, 
use and occupancy insurance, and 
boiler and machinery coverage. 


Articles on “The Legal Effect of 
Social Security Legislation” by 
Thomas Watters, Jr., of Watters, 
Cohen and Baldridge, Washington, 
D. C.; “The Broker’s Message to 
the Insurance Buyer” by Ralph W. 
Morrell, vice-president, Davis, Dor- 
land and Company, New York; “Re- 
ciprocal Insurance” by Ernest W. 
Brown, president, Ernest W. Brown, 
Inc., New York; and “Fire Preven- 
tion” by George W. Elliott, general 
secretary, Philadelphia Chamber of 
Commerce, and past president N. F. 
P. A., are included in pamphlet No. 


33, entitled, “Recent Insurance Man- 
agement Developments”. 


“Recent Trends in Use and Oc- 
cupancy Insurance’’ by J. Victor 
Herd, vice-president, Fire Associa- 
tion of Philadelphia; “Boiler and 
Machinery Coverage from the View- 
point of the Insured” by Reginald 
Fleming, insurance manager, Com- 
monwealth and Southern Corpora- 
tion, New York; and “Boiler and 
Machinery Coverage from the View- 
point of the Insurer” by James H. 
Coburn, vice-president, Travelers In- 
demnity Company, Hartford, Con- 
necticut, are discussed in pamphlet 
No, 34. 

Copies of the pamphlets may be 
procured from the American Man- 
agement Association, 330 W. 42nd 


Street, New York City, at a cost of § 


75c each. 


e® ee ®@ 
Taylor to Leave New York 
Department 
SUPERINTENDENT LOUIS H. PINK a 


OF NEW YORK HAS ANNOUNCED THAT 
Paul R. Taylor, Deputy Superin- § 


tendent of Insurance in charge of the 


Division of Savings Bank Life In- © 
surance will leave the Department © 
effective as of July 1, 1940. Super- & 
intendent Pink points out, however, © 
that he has arranged with Mr. Taylor @ 
to devote part time to the work of § 
the Division as Special Counsel for 7 
at least another year. The following © 
statement announcing the resignation 7 


was issued by Superintendent Pink: 


“When the Division of Savings Bank ie 
Life Insurance was started we felt that © 


we were most fortunate in securing the 


services of Paul R. Taylor, as Deputy 7 
Superintendent in charge of this work. © 
As a member of the Assembly he had 7 
savings 
bank life insurance and as Deputy Su- | 


introduced bills establishing 


perintendent of Insurance he was also 


active in the preparation and passage © 


of the present law. His experience as 
a lawyer, assemblyman and counsel of 
this department made him an_ ideal 
choice for the position. 

“Now that savings bank life insur- 
ance has completed a successful year 
and the organization work has_ been 
done, Mr. Taylor feels that his active 
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supervision is no longer necessary. He 
desires to resign as of July 1, 1940, and 
practice law. 

“In order to retain his ability and ex- 
perience for the benefit of savings bank 
life insurance I have arranged with 
him to devote part time to the work of 
the Division as special counsel. This 
connection will continue for at least an- 
other year. 

“The position of Deputy Superintend- 
ent in Charge of Savings Bank Life In- 
surance will be abolished. The details 
of administration will be absorbed by 
the Actuary and the Medical Director 
and the general supervision will be un- 
der the direction of one of the regular 
deputies. From now on the expense of 
the Division will be borne by the Bank 
instead of the Insurance Department,” 


Name Committee to Handle 


Commissioners Convention 

RICHARD M. BISSELL, PRESIDENT, 
HARTFORD FIRE INSURANCE COMPANY 
has accepted appointment as Chair- 
man of the Honorary Committee 
handling arrangements for the annual 
meeting of the National Association 
of Insurance Commissioners sched- 
uled for Hartford, Connecticut the 
latter part of June, it has been an- 
nounced by Insurance Commissioner 
John C. Blackall. Executives of other 
Hartford Companies will be associ- 
ated with Mr. Bissell on the Honorary 
Committee. 

The working committee for the 
Convention as named by Chairman 
Bissell includes Robert E. Morse, 
Hartford Fire; Robert E. Hall, Aetna 
Life; Allen Brosmith, Travelers; 
John A. North, Phoenix ; Charles L. 
Miller, National Fire; Clinton L. 
Allen, Aetna Fire; George F. B. 
Smith, Connecticut Mutual Life; 
George E. Risley, Connecticut Gen- 
eral Life; Benjamin L. Holland, 
Phoenix Mutual Life; M. L. Baxter, 
Hartford Steam Boiler; Samuel D. 
Henry, Security Fire; George E. 
Jones, Northeastern; Charles W. 
Chappelear, Orient; C. J. Baurerie, 
Caledonian; and K. M. Vreeland, 
Scottish Union, 
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Rules on Commissions to 


Unlicensed Producers 

THE PAYING OF COMMISSIONS ON 
INSURANCE PLACED ON SUBJECT MAT- 
ter in the State of California to out of 
state agents or brokers who are not 
licensed to transact business in the 
state is unlawful according to a recent 
ruling on the subject issued by Insur- 
ance Commissioner A. Caminetti, Jr. 
The full text of the Commissioner’s 
notice sent to all insurance agents, 
brokers, solicitors, life agents and in- 
surers licensed in the state is as fol- 
lows: 

“I have received numerous inquiries as 
to the lawfulness of paying commissions 
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on insurance placed on subject matter in 
this state to out of the state agents or 
brokers who are not licensed to transact 
insurance in this state. 

“So that there may be no misunderstand- 
ing, I state my views as follows: 

“Under various sections of the insurance 
code and particularly under Section 755, 
the payment of commissions on insurance 
covering subject matter in this state to 
persons who are not licensed to transact in- 
surance in this state constitutes an unlaw- 
ful rebate, punishable by fine and im- 
prisonment, and in the case of an agent or 
broker licensed by this division, by suspen- 
sion or revocation of license. Such pay- 
ments by an admitted insurer is subjected 
to the suspension of its certificate of au- 
thority to transact the class of insurance 
in which the violation occurs. 

“The fact that the policy may be counter- 
signed in California, and the countersign- 
ing agent receives part of the commissions 
does not render lawful the payment of all 
or part of the commission to an out of state 
agent or broker who is not licensed in this 
state. 

“Insurance on subject matter in this state 
originating with an out of state agent or 
broker who is not licensed in this state may 
be handled through a nonresident broker 
who is licensed as such in this state, and the 
nonresident broker may pay all or a portion 
of the commissions he receives to the non- 
resident producing agent or broker, if the 
payment of the commission by him is law- 
ful in the state in which the payment is 
made. If such payment does not so con- 
form, it would be the duty of the division 
of insurance of the State of California to 
take this fact into consideration in deter- 
mining the nonresident broker should con- 
tinue to hold or have renewed to him his 
license.” 

7 * ® 


U.S. 1939 Accident Toll 
Down One Per Cent 


THE UNITED STATES REDUCED ITS 
ACCIDENTAL DEATH TOLL By 800 LIVES 
last year—the third successive year of 
improvement—according to prelim- 
inary accident figures prepared by the 
Statistical Bureau of the National 
Safety Council. 

The 1939 total of all accidental 
deaths was 93,000—1% below the 
1938 figure of 93,805. This reduction 
was, however, only a fraction of the 

% decline for 1936 and 1937 and the 
12% drop from 1937 to 1938. The 
over-all reduction in the last three 
years amounts to more than 15%. 

Deaths due to occupational acci- 
dents and public (not motor vehicle) 
accidents decreased from 1938 to 
1939. Motor vehicle accident fatali- 
ties totalled practically the same. 
Deaths from home accidents in- 
creased. 

The largest decline came in public 
accident deaths not involving a motor 
vehicle, which dropped from 16,000 
in 1938 to 15,000 in 1939, a reduction 
of 6%. Occupational accident deaths 
decreased from 16,500 in 1938 to 16,- 
000 in 1939, or 3%. 

Motor vehicle accident fatalities 
numbered the same in both years— 
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approximately 32,600. Motor vehicles 
traveled 6% more miles, however, in 
1939 than in 1938 and thus, based on 
motor vehicle mileage, the death rate 
dropped more than 5% to an all-time 
low. 

Home accident deaths went from 
31,500 in 1938 to 32,000 in 1939, an 
increase of about 2%. Home deaths 
were almost as frequent as motor vehi- 
cle deaths and were approximately 
double the number of either occupa- 
tional or public (not motor vehicle) 
accident deaths. 

Approximately 8,800,000 persons 
received non-fatal injuries in acci- 
dents during 1939. This was about 
100,000 fewer than in 1938. 

The year’s economic loss due to ac- 
cidents was about $3,300,000. This 
includes wages lost, medical expenses, 
and the overhead costs of insurance 
and property damage in motor vehi- 
cle accidents and fires. There were 
other less tangible losses, such as in- 
terruptions of industrial production, 
but no attempt has been made to esti- 
mate those. 

The 1939 death rate of 71 per 100,- 
000 population is the lowest since 
1900, with the exception of only two 
years, 1921 and 1922. Deaths and 
death rates for all accidents during 
the last decade have been as follows: 


All Deaths per 
Accidental 100,000 

Deaths Population 
WUE eve oe ne Sctene 99,147 80.5 
Ma oan rater ieeasees 97,261 78.4 
MG eidic eweecare cuss 89,031 yf 4 
PIAS ct Soegenniawers 90,932 72.3 
PE crosteic ec oaaice 100,977 79.7 
BN Scie ie Sicaioare 99,773 78.2 
ree 110,052 85.7 
ere 105,205 81.4 
ee 93,805 72.0 
FG a siancrciewsionera 93,000 71.0 

ee e ® 


Thompson Named Oregon 
Commissioner 


SETH B, THOMPSON OF PORTLAND, 
OREGON, HAS BEEN APPOINTED STATE 
Insurance Commissioner, effective 
March 1, to succeed Hugh H. Earle. 
Mr. Thompson was born at Saratoga, 
New York in 1884. In 1907 he was 
graduated from Leland Stanford Uni- 
versity and the same year entered life 
insurance work in San Francisco with 
the Union Central Life. He remained 
with this company until 1923 when he 
moved to Portland, Oregon, to be- 
come general agent of the Penn Mu- 
tual Life, with which he is still con- 
nected as associate manager. 

Mr. Thompson is a past president 
of the Portland Life Managers Asso- 
ciation and of the Life Underwriters 
Associations in both Portland and 
San Francisco, and has been active in 
business and civic affairs. 
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CASUALTY 
NEWS... 


Truck Taxes 


TRANSPORT TOPICS, A PUBLICATION 
OF THE AMERICAN TRUCKING ASSO- 
ciation, Inc., reports that motor truck 
owners pay an average annual tax 
of $697.21 for every mile of main 
road in the nation’s highway system. 

The figure is based on 1938 special 
truck taxes which totaled $416,022,- 
000, not including personal property 
taxes on trucks in operation, garages, 
terminals, repair shops, and trucking 
companies. 

Total national road revenues for 
last year are estimated at $1,529,000,- 
000, thus approximately one-fourth 
of the total was contributed by own- 
ers of motor trucks. Last year, trucks 
accounted for about one-seventh of 
the 1938 motor vehicle registration in 
the country. 


Jury Knowledge of Insurance 


Condemned 


IN A TERSE AND CONCISE OPINION 
PUBLISHED ON NOVEMBER 11, 1939, 
the United States District Court for 
the Northern District of Texas 
granted motion for a new trial of the 
case of Coble v. Phillips Petroleum 
Company, during the course of the 
trial of which information relative to 
insurance coverage of the defendant 
was imparted to the jury by certain 
questions formulated and asked by 
plaintiff’s counsel. In this original 
trial plaintiff recovered a judgment in 
excess of $50,000 against the defend- 
ant for the death of his wife, who 
died as the result of injuries sus- 
tained by her in an automobile acci- 
dent involving one of defendant com- 
pany’s trucks. 

The defendant moved for a new 
trial on the ground that this con- 
duct by plaintiff's counsel constituted 
prejudicial error. The court used the 
following language in granting the 
motion : 

“When questions are asked which dis- 
close insurance protection, nothing short 
of an affirmative showing that no injury 
resulted is sufficient to render it harmless. 

“The plaintiff suggests that the impor- 
tance and bigness of the defendant would 
save the jury from the thought of placing 
the burden on an insurance company, 
which suggestion may be answered with 
the statement that any such argument 
must be, at best, pure conjecture. Like- 
wise, it has been suggested that jurors 
are, themselves, becoming familiar with 
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the common business fact that most con- 
cerns protect their interests that may be at 
hazard on the highway, by insurance, and 
that since the jurors already know that to 
be a fact, no further harm can arise from 
testimony definitely showing that fact. 

“The answer to that, I think, is that the 
familiarity of the people with any par- 
ticular situation has never been permitted 
to overturn a rule of evidence, or, a def- 
initely decided question that has grown 
up for the protection of litigants, and in 
the interest of justice. Such rules ripen 
out of the experience of courts. 

“One is prone to believe that the ac- 
ceptance of a premium for insurance may 
be a reason for sharpening the liability 
of the insurer to the extent that burdens 
may be placed where otherwise it may not 
be appropriate. There are certain rules 
which put additional duties and liberties 
upon insurers with reference to contracts 
that they make, but experience has taught 
that in torts it is not a wise course to 
permit it to be known that an insurance 
company is back of a defendant in a dam- 
age suit. 

“T am not unmindful of the fact that the 
rule may somewhat limit the territory of 
cross-examination; but, if so, we find that 
result in many other fields. 

“It is not unusual to realize that there 
are certain questions that may not be 
asked because of the impression, or, preju 
dice that will be created. The informa- 
tion to be elicited would throw little light 
upon the controversy that is being solved.” 

In reaching this conclusion, the 
court indicates that it is accepting the 
rule clearly demonstrated and ac- 
cepted by the Texas supreme court 
as being “wholesome” in this type of 
civil litigation. 


’’Fourth Symposium on 


Silicosis’’ Published 


THE FOURTH SYMPOSIUM ON SILI- 
COSIS, AN OFFICIAL TRANSCRIPT OF 
the Silicosis Symposium held in con- 
nection with the Trudeau School of 
Tuberculosis, June 19-23, 1939, has 
been published. It is again edited by 
B. E. Kuechle, vice-president in 
charge of claims of the Employers 
Mutual Liability Insurance Co. of 
Wausau, Wisconsin. The volume 
consists of 379 pages, including a sub 
ject index, and sells for $3. 


Nebraska Ruling Favorable 
to Mutual Surety Companies 


IN AN OPINION DATED DECEMBER 
11, 1939, ATTORNEY GENERAL WAL- 
ter R. Johnson of Nebraska clarified 
the position of mutual companies with 
reference to qualifying under Section 
12-122 of the Nebraska Insurance 
Laws. That section requires all com- 
panies to have $100,000 “paid up 
capital” before writing fidelity and 
surety bonds permitted or required 
by the laws of the state. 


The Legislature was held to have 
used the word “capital” in its busi- 
ness-world meaning of assets, and 
did not intend it to be synonymous 
with “capital stock”. The opinion 
pointed out that the purpose of Sec- 
tion 12-122 was to protect the state 
from financial losses in connection 
with the collection of its obligations, 
and there was no intent to discrimi- 
nate between stock and mutual com- 
panies. 

The Attorney General therefore 
concluded that mutual as well as 
stock companies licensed to do busi- 
ness in Nebraska could qualify un- 
der Section 12-122 if able to meet its 
financial requirements. 


Retrospective Qualifications 
Amended in Vermont 


THE NATIONAL COUNCIL ON COM- 
PENSATION INSURANCE HAS BEEN 
directed by the Commissioner of 
Banking and Insurance of the State 
of Vermont to amend the retrospec- 
tive rating plan for workmen’s com- 
pensation risks so as to provide that 
risks producing an annual premium 
of $2,000 or over shall be eligible 
for retrospective rating. The current 
eligibility requirements in Vermont 
are consistent with the usual qualifi- 
cation of $5,000 of annual premium. 

The change in Vermont will be- 
come effective on April 1, 1940, and 
is applicable to new or renewal pol- 
icies only. 


Insurance Regulations Under 
N. H. Financial 
Responsibility Act 


THE FOLLOWING ANNOUNCEMENT 
REGARDING CERTIFICATION OF INSUR- 
ance in the State of New Hampshire 
which became a requirement under 
the Financial Responsibility Law of 
that state on February Ist, was issued 
by insurance commissioner Arthur J. 
Rouillard just previous to the effec- 
tive date of the order. 

“In view of the requirement of| the 
Motor Vehicle Commissioner under the 
New Hampshire Automobile Financial Re- 
sponsibility Law that all automobile own- 
ers who hold an operator’s or a chauffeur’s 
license, when called upon to furnish evi- 
dence of financial responsibility shall here- 
after furnish such evidence, not only for 
the operation of their own automobiles, but 
also for their operation of any other auto- 
mobiles, it is hereafter required that all 
insurance companies, when certifying to 
the issuance of automobile liability insur- 
ance to any such owner, shall certify that 
insurance has been issued covering such 
owner both as to the operator of any motor 
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vehicles as well as the owner of the motor 
vehicles which are registered in his name. 

“In order that this certification may be 
properly made, it will be necessary as of 
the effective date of the certification that 
every policy issued to such an owner of an 
automobile insuring him with respect to 
the automobile registered in his name pro- 
vide in addition insurance for such owner’s 
operation of any other automobiles which 
may be owned by others. This additional 
insurance for the operation of automobiles 
not owned by such owner may be provided 
by adding to the policy which insures such 
owner with respect to the automobiles reg- 
istered in his name, ‘Drive Other Car Cov- 
erage—Broad Form,’ as described in the 
automobile casualty manual approved for 
use in New Hampshire and at the rates 
contained in said manual. 

“Where the individual required to certify 
as to his financial responsibility is not the 
owner of a motor vehicle, coverage for his 
operation of automobiles may be extended 
either by adding, ‘Drive Other Car Cover- 
age—Broad Form’ to the policy insuring 
the automobiles which he ordinarily oper- 
ates, as for example the employer’s policy 
in the case of an employed chauffeur, or 
by issuing an operator’s policy in the name 
of such individual. The rates to be charged 
under those circumstances are set forth in 
the rules contained in the automobile cas- 
ualty manual as approved for use in New 
Hampshire. 

“Filing limited drive other car coverage 
for financial responsibility is prohibited in 
in New Hampshire after February 1, 
1940.” 

A new form of cancellation or sus- 
pension endorsement to be used in 
New Hampshire on and after Febru- 
ary Ist, has also been dispatched to 
the companies by the Commissioner. 
He has informed the companies that, 
“it will also be necessary that the new 
form of drive other private passenger 
automobile limited endorsement 
(which will appear in the manual that 
will be sent to the companies on Feb- 
ruary Ist, effective as of that date), 
be attached to each private passenger 
type of automobile bodily injury and 
property damage policy issued to 
cover New Hampshire residents.” 


Bill Seeks to Abolish 
Private W. C. Carriers 


A BILL SEEKING TO ABOLISH PRI- 
VATE WORKMEN’S COMPENSATION IN- 
surers, thereby making the state 
fund monopolistic, has been intro- 
duced in the New York legislature. 
The measure, known as Senate Intro- 
ductory No. 279 and entitled “An Act 
to amend the Workmen’s Compensa- 
tion Law in relation to insurance car- 
riers,” was introduced by Senator 
Schwartzwald and referred to the 
Committee on Labor and Industry. A 
similar bill was introduced last year 
but failed to make progress. 

Some of the more important changes 
in the Workmen’s Compensation law, 
which would be necessitated by enact- 
ment of the bill, are: 
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The present merit rating plan used 
by the state fund would be abolished 
and substituted therefor is a provision 
stating that rates shall be made by the 
compensation rating authority. This 
rating authority, which is to be set up 
as a division in the New York Insur- 
ance Department, is also granted the 
power to make occupational disease 
rates, and rates for employers operat- 
ing in the state, for liabilities accruing 
under maritime laws in the Federal 
Employers Liability Act. The bill es- 
tablishes the procedure to be followed 
by the rating authority in rate making, 
rate orders and appeals therefrom, 
and lists its administrative details and 
practices. Provision empowering the 
rating authority to take over all rec- 
ords from the present Compensation 
Insurance Rating Board is also made. 

A new section is added to the Work- 
men’s Compensation Law which re- 
quires the State lund to pay stock 
company commissions to duly licensed 
brokers and agents on business writ- 
ten by them for the fund. 

A proviso is added permitting pri- 
vate contracts insuring against work- 
men’s compensation liability to run 
for one year from the date of issuance 
(or to maturity date, if less than one 
year) before state insurance becomes 
compulsory on the risk. The present 
section in the Workmen’s Compensa- 
tion Law, authorizing the issuance of 
stock and mutual coverage, is re- 
pealed. 


Recommend License Tax 
for Bicycles 


A NEW UNIFORM LICENSE TAX HAS 
been recommended by the National 
Safety Council’s Committee on bicy- 
cle problems as part of its program to 
meet the growing importance of bi- 
cycles in the nation’s traffic situation. 

It is believed that the new metal 
plate, designed to fit snugly against 
the rear mudguard of the bicycle, will 
provide quick identification in the 
event of accident, traffic violations or 
theft. 

The committee recommends that 
the plates be stamped in the same 
colors as the automobile license plates 
of the states in which they are issued. 
This is expected to have a psychologi- 
cal effect on children which will aid 
its adoption throughout the country. 

The license plate is designed so that 
it can be attached to the bicycle with 
two reflector buttons as an aid to night 
bicycling safety, is six inches long and 
two inches wide, and has no projecting 
corners or edges which could injure 
the rider or pedestrians. 

The first city to adopt the new tag 
was Lincoln, Nebraska. 
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Mutual Reinsurance Bureau 


Admits New Member 


ANNOUNCEMENT HAS BEEN MADE 
THAT THE LUMBERMENS MUTUAL IN- 
surance Company of Mansfield, 
Ohio, was admitted as an accepting 
member of the Mutual Reinsurance 
Bureau of Belvidere, Illinois, as of 
January 1, 1940. 

With the addition of this company, 
the Bureau announces it is able to 
offer ceding members increased ca- 
pacity and better spread of business 
than ever before. Organized in 1921 
the Bureau offers reinsurance capac- 
ity in every state. 

The full membership of the Mu- 
tual Reinsurance Bureau follows: 

Abington Mutual Fire Insurance 

Co., Massachusetts 
Berkshire Mutual Fire Insurance 
Co., Massachusetts 

Farmers Alliance Insurance Com- 

pany, Kansas 

Indiana Lumbermens Mutual In- 

surance Co., Indiana 
Lumbermens Mutual Insurance 
Company, Ohio 

Millers Mutual Fire Insurance 
Ass’n, Illinois 

Millers Mutual Fire Insurance Co., 
Texas 

National Mutual Insurance Com- 

pany, Ohio 

Western Millers Mutual lire Ins. 

Co., Missouri 


Walworth Heads New York 
Mutuals 


LEON M. WALWORTH, SECRETARY, 
CHENANGO COUNTY PATRONS FIRE RE- 
lief Association, Norwich, New York, 
was elected president of the New 
York State Central Organization of 
Cooperative Fire Insurance Com- 
panies at the Association’s 58th An- 
nual Convention held in Syracuse on 
January 23 and 24. He succeeds R. 
V. Gage, secretary, Schoharie & 
Schenectady Counties Farmers Mu- 
tual Fire Ins. Assn. of Esperance, 
New York. 

With the exception of the address 
of welcome by President R. V. Gage, 
and a discussion of “Fire Insurance 
Records” by G. W. Hedlund of Cor- 
nell University, the opening session 
of the meeting was given over en- 
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tirely to reports of officers and com- 
mittees. 

Speakers at the afternoon session 
included Leon Walworth, Norwich, 
New York; Frank P. Tucker, Al- 
bany, New York; R. J. Chase, Lock- 
port, New York; C. W. Glover, Chi- 


cago, Illinois; Harry P. Cooper, 
Indianapolis, Indiana; and G. J. 
Harris of the State Insurance De- 
partment. 


President R. V. Gage presided at 
the annual banquet of the Associa- 
tion held on the night of January 
23rd, with Frank P. Tucker serving 
as toastmaster. Speakers of the eve- 
ning were: Honorable Joe R. Han- 
ley, temporary president New York 
State Senate, and Major Love, Syra- 
cuse attorney. 


Addresses by G. C. Eaby, secre- 
tary-treasurer, Pennsylvania State 
Association of Mutual Insurance 
Companies, Lancaster Pennsylvania ; 
George W. Lamb, president, Spring- 
fied Bank for Cooperatives; J. E. 
Kennedy, executive secretary, Wis- 
consin Mutual Insurance Alliance, 
Madison, Wisconsin; and Whiton 
Powell, professor of business man- 
agement, Cornell University, Ithaca, 
New York, were presented at the 
final session of the Conference. 


Appoint Aids for Agents 


Examinations 

SUPERINTENDENT OF INSURANCE, 
LOUIS H. PINK OF NEW YORK HAS 
announced the appointment of two 
advisory committees the function of 
which will be to give help and advice 
to the Department in the prepara- 
tion and giving of examinations for 
agents, brokers and adjusters. This 
help and advice will also extend to 
other pertinent matters. The work 
of one of the committees will be with 
respect to life and accident and health 
agents. The other will be in connec- 
tion. with brokers, adjusters and 
agents in the fire, casualty, fidelity 
and surety fields. The responsibility 
for conducting examinations for 
agents, brokers and adjusters under 
the new Code substantially increased 
the work of the licensing bureau at 
Albany. For this reason, Superin- 
tendent Pink desired to have outside 
help and advice. 


The fire-casualty committee ap- 
pointed by Superintendent Pink con- 
sists of: 

Herman Grebert, manager, Fire 
Companies’ Adjustment Bureau; 
Edward R. Hardy, secretary, Insur- 
ance Institute of America; Harry 
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Mang, vice-president, Rose & Kier- 
nan, Inc.; Mortimer L. Nathanson, 
vice-president, Brooklyn Insurance 
Brokers Association, Inc.; Sherman 
Drake, National Surety Company ; 
Russell M. L. Carson, president, 
State Agents’ Association; Archie 
Smith, president, Agents’ Associa- 
tion of New York City; George 
Duxbury, North British & Mercan- 
tile Ins. Co.; Samuel Shotwell, 
North British & Mercantile Ins. Co. ; 
Frank Christianson, America Fore 
Group; and Henry Reed, Insurance 
Company of North America. 


1940 Wheat Crop Policies 
Now Total 320,000 


THE FEDERAL CROP INSURANCE COR- 
PORATION HAS ANNOUNCED THAT AS 
of January 26, 320,000 wheat growers 
had taken out all risk crop insurance 
on their 1940 crop and that the Cor- 
poration had acquired 12,159,113 
bushels of wheat as premium pay- 


ment. Slightly less than 166,000 
wheat farmers insured their 1939 
crops. 


The Corporation-held wheat re- 
serve is stored in 97 locations in 16 
states. Insofar as practicable, the Cor- 
poration has located its stocks of 
wheat with consideration of probable 
indemnity requirements. The present 
wheat reserve is composed largely of 
premiums paid by winter wheat pro- 
ducers. February 29 is the closing 
date for taking out insurance on 
spring wheat. 


Wheat for the crop insurance re- 
serve is acquired through its branch 
office at Chicago, Illinois; Kansas 
City, Missouri; Minneapolis, Minne- 
sota; and Spokane, Washington. Of 
the total bushels in storage, the Chi- 
cago offices handled’ 1,284,843 bush- 
els ; the Kansas City office 7,027,673 ; 
the Minneapolis office 3,106,607 ; and 
the Spokane office 740,030 bushels. 


Lucas Cautions Writers of 


Automobile Fire Insurance 

SUPERINTENDENT OF INSURANCE 
RAY B. LUCAS OF MISSOURI UNDER 
date of January 29th dispatched the 
following letter to all companies writ- 
ing automobile fire, theft, windstorm, 
comprehensive and collision insurance 
in the state. 

“On several occasions my attention has 
been drawn to the fact that various com- 
panies in this state, accepting the coverages 
listed above, have been extremely lax in 
the writing of such risks. 

“You are therefore notified that all com- 
panies writing automobile business are ex- 


pected to adhere strictly to the rates, rules 
and forms filed with this department ap- 
plicable to the automobile fire, theft, wind- 
storm, comprehensive and collision cover- 
ages. 

“Any and all violations of such filed 
rates and rules, by companies, agents or 
brokers, will subject the offenders to full 
penalties. All companies are expected to 
notify their agents and brokers accord- 
ingly.” 


To Hold School for Special 
Deputy Fire Marshals 


INSURANCE COMMISSIONER AND 
FIRE MARSHAL JOHN B, GONTRUM OF 
Maryland has arranged for a school 
to be attended by Regional Special 
Deputy Fire Marshals of Maryland. 
It will be held at Easton on February 
23-24, with Chief James W. Just of 
the University of Maryland in charge. 
This is another step in Commis- 
sioner Gontrum’s campaign to reduce 
fire losses in the state. 


Only recently Commissioner Gont- 
rum compiled and distributed to all 
interested persons a list of new regu- 
lations composed of five different 
codes. One deals with the manufac- 
ture, storage and transportation of 
explosives, including fireworks. An- 
other list of regulations covers dry- 
cleaning plants. Fire escapes and exits 
are dealt with in a code covering 
all buildings more than two stories 
high and used as manufacturing 
plants, hotels, dormitories, schools, 
seminaries, hospitals and asylums, 
and all public halls providing seating 
facilities above the first floor. The 
fourth code covers general regula- 
tions in regard to the disposal of ashes 
and the use of flammable decorations. 
The final one covers storage and trans- 
portation of oils and other liquids. 


E. W. Hander Dies 


IT IS WITH DEEP REGRET THAT WE 
INFORM OUR READERS OF THE DEATH 
of E. W. Hander of Waco, Texas, on 
January 24. 


An outstanding figure in mutual in- 
surance circles in Texas, and one of 
the stalwarts of the business, Mr. 
Hander was largely responsible for 
the organization of the Texas Asso- 
ciation of Mutual Fire and Storm In- 
surance Companies which he served 
as president at the time of his death. 
He was also one of the organizers of 
the Germania Mutual Aid Associa- 
tion of Brenham, Texas. 


A wonderful personality, fair to all 
concerned, and insisting upon fairness 
to those he represented, Mr. Hander’s 
death leaves a gap that will be diffi- 
cult to fill. 
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Major Fires of 1939 
Show Sharp Decrease 


T 8:52 on the morning of May 

11, 1939 — just as America’s 

leading fire prevention engin- 
eers were filing into the convention 
hall of one of Chicago’s downtown 
hotels for an early session of the an- 
nual meeting of the National Fire 
Protection Association — a tremen- 
dous explosion shattered the . walls 
of the Calumet Elevator A, an old 
metal-clad wooden terminal grain 
elevator on Chicago’s far south side. 
When one of the largest turn-outs of 
fire-fighting equipment in the city’s 
history left the scene of the disaster 
some two days later four additional 
grain elevators had been destroyed 
by fire and grain dust explosions, 
nine elevator employ es were dead or 
dying, and total damage had been 
estimated at $3,500,000. 


The fire was the most destructive 
which Chicago has experienced in 
recent years, and caused by far the 
largest property loss of the major fires 
which occurred in the United States 
in 1939. There were twenty fires 
during the period which caused prop- 
erty loss in excess of $250,000, and 
the year’s official record — as com- 
piled by the National Fire Protection 
Association in the most recent issue 
of its quarterly review — was swelled 
to twenty-one by the inclusion of a 
New Jersey oil refinery fire which 
occurred so late in 1938 as to pro- 
hibit its being placed in that year’s 
list. During 1939 there were two 


such major fires in Canada, and one 


Alaska. 


The 1939 record marked a decrease 
of fifteen $250,000 fires from the 
1938 total, and was nine less than the 
average for the past five years. The 
fires cost eleven lives, fifty less than 
had been lost in similar fires in 1938. 

Second in amount of property loss 
in the 1939 fire record was the blaze 
which swept through the Forest Lum- 
ber Company's huge plant at Pine 
Ridge, Oregon, on August 19. Of 
unknown origin, it first destroyed 
some 24,000,000 feet of piled lumber 
— the automatic sprinkler system be- 
ing unable to cope with the blaze — 
and then jumped a river with the 
help of the wind to burn a townsite 
and a section of the surrounding for- 
est. The damage was estimated 
$2,000,000. 

Third largest loss was the United 
States Army Airport at Rantoul, Illi- 
nois, where another fire of undeter- 
mined origin struck on January 15, 
and caused damage of approximately 
$1,000,000. The highly combustible 
nature of the buildings, which were 
erected as temporary structures in 
1917, permitted the fire to spread 
with great rapidity, and the loss was 
large because the contents of the 
buildings included very valuable avia- 
tion and engineering devices. 

A small conflagration in downtown 
Sandusky, Ohio, on March 21, was 
the year’s fourth largest blaze. The 
fire, of unknown origin, spread so 
rapidly through the brick-joist con- 
structed edifices that it was out of 
control before the fire department ar- 
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rived. The loss was estimated at 


$750,000. 


The heavy cost of the fifth largest 
fire — $700,000 is regarded as 
having been due largely to the fact 
that it occurred in a United States 
bonded whiskey warehouse, and that 
although a volunteer fire department 
arrived while the blaze was a small 
one, it was forced to wait more than 
an hour before there could be found 
an individual with authority to per- 
mit the firemen to enter the burning 
structure. This fire, on May 5, was 
that of a rack warehouse and cistern 
building of the Pennsylvania Dis- 
tilling Company, Inc., at Logansport, 
Pennsylvania. 


The reasons for the large-loss fires 
of 1939 were various. An analysis of 
these reasons, as given by the Na- 
tional Fire Protection Association, is: 

Reasons for Larger Loss 
No. Times 


: Contributing 
Structural Factors 


Inferior 


construction, 


ex- 


cessive areas, etc............. i7 
Lack of sufficient exposure 
LC a os | rs 11 
Unprotected vertical open- 
Ee ee een ae 11 
Wooden shingle roofs........ 2 
Occupancy Pactors: <.....<:.-....20:cs<: 26 
Highly combustible con- 
tents, excessive amounts 
of burnable stocks.......... i7 
Flammable liquids .............. 7 
Spread of flames enhanced 
by accumulations of dust 1 
Unsafe heating equipment 
Fire Protectiow ..........<.6cc0....3:.. 39 
Lack of adequate private 
protection... 17 
Lack of fire doors or cut- 
offs between sections....... 15 
Lack of adequate public 
NOC. oss cccscevsccecosces 3 
Sprinkler system of obso- 
lete type or inadequate 
desigr ntneideenionnns seéiesieeice ~— a 
Seciallioes shut off.............. l 
Fire Fighting es kale = 19 
Fire difficult of access for 
fire fighters .............. a ae 
Poor fire fighting by em- 
ployees  ..... 3 
Fire department inade- 
quately manned or equip- 
WANE eras : a Ie 
Inexperience in “fighting 
fires of such magnitude 4 
Fire department delayed... 3 
Delays in Giving Alarm................. 12 
Headway of fire when dis- 
COV ON nociception 11 
Effort made to extinguish 
fire without giving alarm 1 
Water Se coca oie once sti ssc 15 
Inadequate water supplies 
Shortage of hydrants.......... 11 
Pe Aor a 4 
RORMNONNEE: (MEMNMNE  Seooos se gcsicevstsasetoesadedeies 8 
Intense cold 3 
Low humidity 1 


The locations of the major fires 
of 1939 are 
charts 


of the 
article. 


shown on 
with 


one 


printed this 
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Shown on another chart are the loca- 
tions of the fires of the past decade 
which have caused loss estimated to 


be in excess of $1,000,000 each. 


Following in chronological order is 
a list of the major fires of 1939 in 
the United States and Canada, with 
brief details of each as assembled by 
the staff of the National Fire Pro- 
tection Association : 

December 8, 1938, Bayonne, N. J. 
Tidewater Associated Oil Co. 
Loss: $491,000. 

Although this fire occurred in Decem- 
ber, 1938, the loss was not reported un- 
til 1939. The fire involved the filter 
plant at one of the several refineries lo- 
cated at Bayonne. It is reported that an 
explosion occurred in a 30-year-old oil 
filter plant. The filters were contsructed 
within square brick cells, at the base of 
which steam pipes were located for heat- 
ing the filters. Running through the fil- 
ter block there were a number of oil 


lines, some containing naphtha solution. 
Apparently one of these lines started 
leaking, filling the filter cell with vapor 


which was subsequently ignited by the 
ignition of oil falling on the steam coils 
or hot brickwork adjacent thereto. The 
filter plant consisted of a one to three- 
story brick building, with reinforced 
concrete floors and corrugated iron roof. 
The fire was fought by public and pri- 
vate departments and their efforts to 
prevent the spread of the fire were suc- 
cessful. Twenty-five filter units were 
destroyed and thirty-five others damaged. 


January 15, 1939, Rantoul, Iil. 
U. S. Army Airport. Loss: $1,000,000. 
Fire of unknown origin destroyed 
three buildings of the Air Corps Tech- 
nical School at Chanute Field, with a 
loss estimated by Army authorities at 
$1,000,000. Left in ruins were the supply 
depot, guardhouse and fire station. The 
buildings destroyed were of wooden con- 
struction, erected in 1917 as temporary 
structures but retained in constant use 
since that time. Among the supplies lost 
were expensive airplane parts, engineer- 
ing devices, parachutes and officers’ fly- 
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great rapidity, and the valuable nature 
of the contents. 


February 1-4, Beaupré, P. Q., Canada. 
Ste. Anne Paper Co., Ltd. 
Loss: $530,000. 

Soon after dynamite was used to 
loosen frozen pulp wood in a log pile 
containing some 61,000 cords, fire was 
discovered. Although seventeen hose 
streams were finally brought into play, 
the fire burned for four days and con- 
sumed about 57,000 cords of pulpwood, 
including about 2,500 cords in an ad- 
jacent pile. Due to the lack of ade- 
quate piping it was impossible to make 
use of the total available water supply, 
although some temporary piping was 
laid during the fire to permit the use of 
additional hose lines. Of the possible 
16,000 gallons per minute of water avail- 
able, a maximum of 4,450 gallons per 
minute was used. This fire serves to 
illustrate the need of adequate facilities 
for quickly applying an ample number 
of effective streams upon discovery of 
a fire in a pulpwood pile. It also dem- 
onstrates the fallacy of large piles of 
pulpwood. Pulpwood piles should be 
limited in size, well separated and so 
arranged that all parts can be quickly 
reached by fire streams. This fire again 
illustrates the hazard of using dynamite 
to loosen pulpwood, particularly if the 
wood is old and contains bark and chips. 


February 3, Bloomington, IIl. 
Durley Bldg. Loss: $293,000. 

Fire of unknown origin started in the 
basement of this mercantile and office 
building, resulting in the complete de- 
struction of all contents and extremely 
heavy loss to the building. The build- 
ing was a three-story brick-joist struc- 
ture with unprotected floor openings. 
The late discovery of the fire and the 
large interior open court were contribut- 
ing causes to the heavy loss. 


February 8, Juneau, Alaska. 
Goldstein Stores & Apartments. 
Loss: $300,000. 

Fire originating in a mattress in the 
basement of this five-story building re- 
sulted in severe damage to both build- 
ing and contents. The building was of 
reinforced concrete construction with 














ing clothes. The large loss may be laminated wood floors. About three hours 
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removed to the basement and soaked 
with water and the contents of a soda- 


acid extinguisher. Apparently some 
sparks remained, for in about three 
hours smoke was discovered coming 


from the basement room where the mat- 
tress had been stored. Before first aid 
appliances could be used the smoke and 
flames became unbearable. The fire 
spread up two elevator shafts and in- 
volved the third floor before the fire 
department was able to bring its equip- 
ment into play. All available reports 
state that the fire department performed 
excellent service in keeping the loss as 
low as it was. They were assisted by 
the U. S. Coast Guard, Citizens Con- 
servation Corps and miscellaneous vol- 


unteers. The large loss may be at- 
tributed to the unprotected elevator 
shafts, which allowed the fire to spread 


rapidly, and the relatively high value of 
the contents, which included a stock of 
choice furs. 


February 16, Giffard, P. Q., Canada. 
St. Michel l’Archangel Hospital. 
Loss: $525,000. 

Fire, believed to have been of in- 
cendiary origin, destroyed a large part 
of this hospital for the insane. The large 
financial loss was secondary to the tre- 
mendous problem of moving and caring 
for the nearly 3,000 inmates. The build- 
ings involved were old brick-joist struc- 
tures completely lacking all features of 
fire-safe construction. To this fact, plus 
a high wind and severe cold, may be 
attributed the large loss. 


March 3, Staunton, Va. 
Basic Furniture Co. Loss: $455,000. 
Spontaneous ignition of lacquer resi- 
due as a result of spraying hydrogen 
peroxide in the spray booth regularly 
used for lacquer spraying, is believed 
to have been the cause of a fire which 
destroyed nearly all of this plant. The 
building involved was a frame metal- 
clad factory building equipped with sub- 
standard sprinkler protection, but lack- 
ing cut-offs. There was no failure in 
the operation of the sprinkler system, 
but the rapid spread of the fire over a 
large area caused so many heads to fuse 
as to overtax the water supply. Fire 
fighting operations were handicapped by 
the natural terrain surrounding the 
plant, which made it difficult to maneu- 
ver apparatus, and the lack of a suffi- 
cient number of available hydrants. The 
only property saved was a dry kiln and 
a detached lumber yard. 


March 12, Alpine, N. J. 
Estate of Dr. J. C. Burnett. 
Loss: $500,000. 

Fire of undetermined origin practi- 
cally destroyed a private electrical re- 
search laboratory and a studio contain- 
ing works of art and statuary. The large 
loss may be attributed to the remote 
location of the property, the lack of 
adequate water supply and the valuable 
nature of the contents. The buildings 
involved were of heavy stone exterior 
construction, the laboratory having wood 
floors and roof, the studio having five- 
inch concrete floors poured over two- 
inch wood planking and supported by 
concrete piers and wooden columns. The 
studio was used two days each week for 
the processes of waterproofing and res- 
toration of statuary. These processes 
involved the use of several flammable 
materials, including paraffin, alcohol, 


benzene, acetone, and turpentine. Elec- 
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tric heaters were used in the prepara- 
tion of the solutions and in preheating 
the statuary preparatory to treatment. 
It was stated that these heaters were 
not in use the night before the fire. 
Early on the morning of March 12, fire 
started on the first floor of the studio 
building and spread to the laboratory 
building. Forty minutes elapsed before 
the first piece of apparatus arrived on 
the scene, which was subsequently rein- 
forced by two additional pumpers. How- 
ever, the water supply became insuffi- 
cient after several hours of continuous 
pumping and was finally exhausted. The 
fire burned itself out about noon the 
following day. 


March 21, Sandusky, Ohio. 
Conflagration. Loss: $750,000. 

A minor conflagration of unknown 
origin destroyed five fairly large retail 
mercantile establishments and other 
property in a congested down-town 
block. All buildings were of ordinary 
brick-joist construction, mostly three 
stories in height. The fire originated in 
a four-story building with a large light 
well extending from the first floor to 
the roof. This was one of the major 
causes of the large loss, as it allowed 
the fire to spread with such rapidity 
that it was beyond control before the 
fire department arrived. Despite the 
efforts of the firemen, the flames spread 
to adjacent buildings and involved at 
least two-thirds of the block. Standard 
fire walls and parapets, and proper pro- 
tection of exposed openings would have 
aided materially in preventing the spread 
of the fire, but these were completely 
lacking. 


March 25, Royalston, Mass. 
Mason & Parker Mfg. Co. 
Loss: $316,782. 

A large two to three-story frame 
woodworking factory, manufacturing 
toys and beach chairs, was almost to- 
tally destroyed by fire because auto- 
matic sprinkler and private outside pro- 
tection was out of commission. The fire 
apparently started in a section of a 
building used for finishing and wood- 
working. The cause is not known. It 
quickly involved practically the entire 
plant, the rapid spread being attributed 
to the highly flammable materials in the 
finishing rooms. Despite the attempts 
of the village fire department to pre- 
vent it, the fire spread across the Mill- 
ers River and involved another group 
of buildings. It is probable that the 
fire communicated between the two 
groups of buildings by means of a frame 
connecting bridge as well as by flying 
brands. Only three detached storehouses 
and some sheds and lumber were saved. 
The sprinkler and private yard protec- 
tion had been out of commission for 
several weeks, due to a broken main 
connecting the groups of buildings on 
each side of the river. The main was to 
have been repaired on March 27, two 
days after the fire. 


May 5, Logansport, Pa. 
Pennsylvania Distilling Co., Inc. 
Loss: $700,000. 


Fire destroyed a rack warehouse and 
a cistern building at this whiskey dis- 
tillery. Presumably discovered when 
small, the fire burned for an hour and 
a half after the first volunteer fire com- 
pany arrived before anyone with author- 
ity could be located to give the firemer 
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Photo by Acme Newspictures, Inc. 
The Heat Occasioned by the Rosenbaum Grain Elevator Fire Eventually Forced 
This Fire Boat to Withdraw. 


permission to enter the Government- 
bonded warehouse. By that time the 
fire was beyond control. Considering the 
isolated location of the plant, inade- 
quate preparations for fire defense, and 
the delay in beginning fire fighting 
operations, it is fortunate that the en- 
tire plant was not destroyed. 

May 11, Chicago, Ill. 

Rosenbaum & Norris Elevators. 

Loss: $3,500,000. 

A series of grain dust explosions in 
an elevator resulted in the loss of nine 
lives and caused a conflagration which 
destroyed five large elevators. The five 
elevators destroyed were of the old type 
cribbed construction with walls of wood, 
metal clad, and with masonry founda- 
tions. The large loss may be attributed 
to the initial explosions, which dis- 
rupted the sprinkler systems provided 
in the first three elevators involved, the 
tremendous size of the buildings, which 
could not be adequately protected by 
hose streams, the severe exposure, and 
the lack of remote control for the sprin- 
kler valves. If it had been possible to 
shut off the damaged sprinklers in the 
first elevator water could have been sup- 
plied to the water curtain, which was 
supposed to have protected the adjacent 
elevators. 


June 21, Philadelphia, Pa. 
Miller North Broad Storage Co. 
Loss: $600,000. 

The owners of valuable personal 
property, furniture and furs destroyed 
in this fire have instituted legal proceed- 
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ings to compel the warehouse company 
to reimburse them for the value of their 
property destroyed. They claim that 
they relied upon the company’s adver- 
tising that its building was fireproof 
and therefore did not secure fire insur- 
ance on the goods they placed in stor- 
age. As a result of this pending litiga- 
tion, the N.F.P.A. Department of Fire 
Record has not been able to secure 
complete information, although the Phil- 
adelphia Fire Department has made a 
circumstantial report of their operations. 
The fire started from some undeter- 
mined cause on the third floor and 
spread up the elevator shaft to the fifth 
and sixth floors thréugh open fire doors. 
It is reported that these doors were of 
the automatic type, and that there was 
some failure of the fusible links or clos- 
ing mechanism. No information is avail- 
able as to whether the failure was due 
to lack of inspection and maintenance, 
to some obstruction of the doors, or to 
unapproved or obsolete equipment. 


The fire was severe. The Philadelphia 
Fire Department, responding to the first 
alarm at 5:44 A.M., was seriously han- 
dicapped by solid walls, which pre- 
vented access and made adequate venti- 
lation impossible except on the sixth 
floor, where holes were made in the 
roof. There were interior curtain walls 
which interfered with fire fighting oper- 
ations but did not restrict the spread of 
the fire. There were no automatic sprin- 
klers, except in a lower garage section 
not involved in this fire. Thirty-four 
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men were injured or overcome by smoke 
during the four-alarm fire. 

The loss to the building was adjusted 
at $140,343.77. The building was a 
six-story reinforced concrete structure, 
31,500 square feet in area, valued at 
$211,000. A loss to the building of two- 
thirds its value in a fire which only in- 
volved three of six floors would indi- 
cate a degree of heat that could only 
be caused by the burning of a heavy 
concentration of combustible contents. 
At the conservative figure of $5.00 per 
sq. ft. contents value, the contents loss 
may be estimated at $472,500, making 
the total loss $613,000, exclusive of any 
loss due to interruption of business or 
other indirect losses. As it was reported 
that the contents included furs, the fig- 
ure of $5.00 per sq. ft. may be far too 
conservative. When, if ever, the true 
figures will be available will depend 
upon the progress of this litigation in 
the courts. 

July 11, Weymouth, Mass. 
Weymouth Art Leather Co. 
Loss: $450,000. 

The severe hazard of intense, fast- 
spreading fires in plants handling cellu- 
lose nitrate materials, and the imperative 
need in such plants for the segregation 
of hazards into small areas by cut-offs 
and special sprinkler protection backed 
up by powerful water supplies, was 
illustrated by this fire. Believed to have 
started from a flash fire ignited by an 
electric spark in a scrap pyroxylin churn, 
the fire quickly spread beyond the con- 
trol of the sub-standard sprinkler equip- 
ment due to the severe hazards and lim- 
ited water supply. The plant in which 
this fire occurred consisted of a group 
of buildings of indifferent frame, iron- 
clad, cement block, and_ brick-joisted 
construction. The fire record over a 
period of twenty-five years was not 
good. The limited sprinkler protection 
was not designed to control greater 
than ordinary hazards and hence was 
ineffectual in checking the fire. 

July 20, Arcadia, La. 
Arcadia Bonded Warehouse. 
Loss: $365,000. 

Fire of undetermined origin destroyed 
a sprinklered warehouse containing some 
7,000 bales of cotton. The sprinkler sys- 
tem was supplied only from a municipal 
water main under 58 pounds pressure 
with fair volume. Although the effect 
of the sprinklers was impaired by high 
tiering of the bales without adequate 
aisleways, it is reported that the large 
loss was due to the action of the volun- 
teer fire department that responded to 
the alarm in reducing. the sprinkler 
water supply by laying two hose lines 
from a hydrant, and not supplying in- 
creased water pressure to the sprinklers 
through the fire department connection. 
August 10, Boise, Idaho. 

Warehouse and Boxing Arena. 
Loss: $297,000. 

A large frame iron-clad warehouse, 
in one end of which a public boxing 
arena had been built, was totally de- 
stroyed by a fire which started while a 
boxing contest was in progress. When 
smoke was noticed seeping into the 
arena from the rear section of the 
building, the more than five hundred 
spectators were evacuated in an orderly 
manner. The fire had apparently gained 
great headway in the section of the 
building used for the storage of govern- 
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ment supplies of uniforms, shoes, trucks, 
and camp equipment before being dis- 
covered. It is reported that the fire 
was beyond control by the time the 
first pumper arrived. Firemen were 
forced to concentrate their efforts on 
the protection of exposed property, 
which included oil and gasoline storage 
tanks. The fire consumed the warehouse 
and arena and spread to an adjacent 
lumber yard. 


August 18, Spirit Lake, Idaho. 
Panhandle Lumber Co. 
Loss: $320,000. 

A forest fire, which burned over 25,- 
000 acres, destroyed 16,000,000 feet of 
lumber at this large mill and plant. Fire 
departments from two towns were re- 
ported to have saved the mill and other 
buildings. 


August 19, Pine Ridge, Ore. 
Forest Lumber Co. 
Loss: $2,000,000. 

This large lumber manufacturing 
plant, consisting of sawmill, dry kilns, 
planing mill, box factory, lumber sheds 
and lumber yard, and having its own 
townsite, was almost totally destroyed 
by a fire of unknown origin which oc- 
curred during a week-end while many 
employees were away. Nearly all major 
units of the plant were of frame con- 
struction and were, for the most part, 
sprinklered. The fire protection facili- 
ties were extensive, but when fire orig- 
inated in the lumber yard the available 
man power, not organized was unabe 
to cope with the blaze. The severe ex- 
posure from the burning of approxi- 
mately 24,000,000 feet of high-piled lum- 
ber proved too much for the sprinkler 
system inside the exposed plant build- 
ings. Driven before the wind, the fire 
crossed a river to involve the townsite 
and continued to spread five miles 
through the forest until it stopped at 
the shores of a lake. This fire demon- 
strates the need for trained private fire 
brigades and the isolation of large lum- 
ber yards from other plant units. 


August 26, Dallas, Texas. 
Farmers’ & Merchants’ Compress & 
Warehouse Co. Loss: $285,000. 

An early morning fire of undeter- 
mined origin severely damaged a cot- 
ton compress plant gnd warehouse, and 
destroyed some 5,300 bales of cotton. 
With the effective protection provided 
by cut-offs and fire doors, firemen were 
able to confine the blaze to one section, 
comprising about an eighth of the huge 
building. Firemen had some difficulty 
reaching the plant with water, as it is 
located a considerable distance from 
hydrants. 


October 15, Savannah, Ga. 
R. R. Warehouses. Loss $290,377. 
Fire of unknown origin occurred in a 
large waterfront warehouse containing 
3,700 tons of nitrate of soda and spread 
to an adjacent warehouse containing a 
like amount of muriate of potash. In ad- 
dition two other small buildings and 
several railroad freight cars were de- 
stroyed. The fire was discovered in its 
early stages, but the buildings, being of 
ordinary frame construction, burned 
readily and, aided by the nitrate of soda, 
the fire quickly reached conflagration 
proportions. The fire department was 
able only to prevent the spread of the 
fire beyond the two principal buildings 
involved on their arrival. This fire em- 


phasizes the advisability of storing ni- 
trates and such hazardous commodities 
in compartments of small area, sepa- 
rated by fire walls, and the need for con- 
siderable clear space between buildings. 


October 21, Yonkers, N. Y. 
Yacht “Q.E.D.” Loss: $250,000. 

This unique craft was the property of 
the airplane manufacturer, the late An- 
thony H. G. Fokker, and was built from 
plans incorporating many of the prin- 
ciples of airplane design. Because of 
the many unusual features and the se- 
lected quality of the materials used, the 
yacht was particularly costly to build, 
representing an investment of some 
$250,000. When just four months old, 
while proceeding up the Hudson River, 
the vessel suddenly burst into flames. 
All on board, with the exception of one 
member of the crew, saved their lives 
by leaping overboard. Severely damaged 
by the fire, the yacht sank in midstream 
while being taken in tow. 


October 30, Grand Rapids, Mich. 
McInerney Spring & Wire Co. 
Loss: $606,000. 

Fire starting in a japan bake oven 
destroyed this factory and caused one 
of the largest industrial fire losses of 
the year. This large sprinklered plant 
was engaged in the manufacture of wire 
coil springs. A minor explosion in a 
japan bake oven ignited an adjacent dip 
tank. Automatic foam protection at the 
dip tank failed to operate. The tank was 
located in a large room and more sprin- 
kler heads opened than could be effec- 
tively served by the existing water 
supply. Conveyors piercing fire walls 
further contributed to the spread of the 
fire throughout the plant. 


November 9, Berlin, N. H. 
Morin Bldg. Loss: $250,000. 

This three-story brick-joist mercan- 
tile and office building was severely 
damaged by fire which originated in 
the basement near the furnace. The fire 
department promptly cut a hole through 
the floor and directed water into the 
basement. Being unfamiliar with the 
plan of the building, however, they 
failed to cut into the furnace room and 
their hose stream did not reach the fire. 
The fire spread through floor joist chan- 
nels and eventually involved the roof. 
This fire illustrates the importance of 
inspections by fire departments and the 
maintenance of records to show the lay- 
out of all buildings. 


December 7, Wellsburg, W. Va. 
City Hall. Loss: $300,000. 

Fire of unknown origin partially de- 
stroyed this three-story brick-joist build- 
ing within about ninety minutes from 
the time of discovery. Smoke was first 
discovered from the base of the clock 
tower. Within fifteen minutes the en- 
tire third floor, which was a large ball- 
room, was a mass of flames. In ten 
minutes more the clock tower collapsed, 
giving rise to the belief that the wooden 
supports had been almost burned 
through before the fire was discovered. 
A high wind was blowing which scat- 
tered sparks over a wide area, but the 
firemen were alert and only one addi- 
tional fire was started with small loss. 
The water supply was adequate at all 
times, and the large loss is attributable 
to the construction of the building, the 
delaved discovery of the fire and the 
prevailing high wind. 
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Insurance from the Buyer's Viewpoint 


An Address 
By A. P. LANGE 
HALE BROS. STORES, INC. 
BEFORE THE UNDERWRITERS’ FORUM 
SAN FRANCISCO, FEBRUARY 14, 1940 


LEASE believe me when I say 
that I am sincerely appreciative 
of your affording me this oppor- 

tunity to point out how, in my opin- 
ion, you can better your condition and 
ours to our mutual benefit and ad- 
vantage. 

As an insurance buyer, meaning 
thereby one who serves his principals 
in placing insurance very much as a 
purchasing agent serves his princi- 
pals in purchasing merchandise, sup- 
plies or equipment, I approach, or try 
to approach, insurance problems with 
an open mind. The goal I have set 
myself, and which I believe practically 
every insurance buyer has set himself, 
is to keep my principals adequately 
insured at reasonable cost. To attain 
this goal I have resolutely set myself 
against prejudice and favoritism and 
have weighed, as carefully as I can, 
all factors connected with the buying 
of insurance. I have constantly kept 
before me an epigram used by a noted 
California speaker and_ publicist: 
“You can’t fool a test tube with 
phrases and a thermometer has no 
prejudices.” 

I appreciate the fact that there are 
probably some among you who will 
question my freedom from prejudice. 
May I, in order to convince them that 
I entertain no prejudice, make a brief 
statement as to the distribution of the 
business under my supervision. 

The 1940 budgets of the several 
corporations whose insurance I super- 
vise total $54,940.00 (earned pre- 
miums). This total is divided $29,- 
762, or 54.17% to stock insurance 
carriers and $25,178.00, or 45.83% 
to non-stock carriers. 

The advent of the insurance buyer 
came as a natural and logical sequence 
to conditions and practices in insur- 
ance activities. For many years the 
policyholder had been told “Insurance 
is a contract. Read your policy.” 
“Consult your agent or broker as you 
would your doctor or lawyer.” “In- 
surance is a highly specialized sub- 
ject.” “Insurance is charged with a 
public interest,” etc., etc. He had wit- 
nessed (and often been the victim of) 
attack made by one class of carriers 
against another. In vain did he try to 
arrive at satisfactory conclusions 
from what he could learn from those 
in the insurance business. If after 
reading his policy he failed to under- 
stand it and asked for help, he found 
that it was often equally unintelligible 
to those to whom he turned for help. 





If he “consulted his agent or broker 
as he would his doctor or lawyer,” he 
found that his consultant was in the 
other fellow’s employ. If he agreed 
that “insurance is a highly specialized 
subject,” he was amazed to find how 
small a percentage of those engaged 
in the insurance business could qualify 
as specialists in insurance or any kin- 
dred activity. If, believing that “‘in- 
surance is charged with a public in- 
terest,” he instituted inquiries as to 
what opportunity he, as a member of 
the public, had to help shape a course, 
he was rather pointedly told that it 
was as presumptuous for him to ask 
to participate in the broader activities 
in insurance as it would be for the in- 
surance fraternity to tell him how to 
run his business. 

Is it not natural that under such 
circumstances, those charged with the 
responsibilities incident to keeping 
their principals properly insured 
should undertake to study insurance 
and learn from unprejudiced and dis- 
interested authorities, and, having 
learned, act for themselves ? 

As was to have been expected, the 
advent of the insurance buyer was not 
received with acclaim from the insur- 
ance fraternity. Thus we find Mr. 
Bert Levit of San Francisco reported 
in the Underwriters’ Report of Au- 
gust 31, 1933, as having said in an ad- 
dress before the San Francisco Insur- 
ance Buyers Association : 

“In replying to the contention that 
insurance buyers should be allowed to 
participate in rate and form making, 
Attorney Levit declared: ‘The other 
fellow’s business is always a greener 
field.. In his own business an insur- 
ance buyer would hesitate greatly be- 
fore consenting that decisions regard- 
ing his own business should be con- 
trolled by the opinion of an insurance 
company executive, even though that 
insurance company might consume a 
part of your output.” 

Similar comments on Mr. Levit’s 
address appeared in the National Un- 
derwriter of November 16 and 23, 
1933. Please note: 

“Mr. Levit ‘took issue with the con- 
tention that the buyer should be per- 
mitted to help prepare forms’.” 

“Mr. Levit contended that only one 
party to the insurance contract should 
have any voice in framing it.” 

Marked disagreement with Mr. 
Levit’s views was expressed by the 
veteran adjuster, Edward E. Eitel, in 
the Underwriters’ Report of Novem- 
ber 23, from which I quote: 

“I do not believe it is within the 
scope of many insurer-representatives 
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to so understand the necessities and 
requirements of intricate industrial life 
and business, or to such an extent that 
would entitle them to prescribe a man- 
datory previously printed insurance 
cover form without first having had 
complete information and understand- 
ing of existing business conditions, thor- 
oughly and conclusively canvassed, and 
the protection demands of the inter- 
ested parties fully determined. 

“T feel some doubt that the fire in- 
surance business as a business warrants 
an insurer arbitrarily taking a stand 
with an owner of property which re- 
quires skillful operation, efficient man- 
agement and technical knowledge, to 
such drastic dominating influence as to 
say ‘This is our coverage form; we 
write no other applicable to the protec- 
tion of your business against the fire 
hazard.’ 

“T am of the opinion that big busi- 
ness is entitled to say what kind of in- 
surance, and the amount thereof, is 
wanted, and also a cover form descrip- 
tion of the limits and characteristics of 
the business as conducted. There should 

e an adequate premium rate applicable 
to the various industrial properties, and 
to all other business enterprises.” 

As proof that his views met with 
the approval of his immediate supe- 
rior, Mr. Levit addressed a letter to 
the Underwriters’ Report in which he 


said: 
“It may interest you to know that 
Mr. W. E. Mallalieu, general manager 


of the National Board of Fire Under- 
writers, ... was kind enough to write 
me a congratulatory letter in which he 
described the paper as an excellent and 
statesmanlike defense of our business.” 

Quite different was the declaration 
of Mr. Paul L. Haid, appearing in the 
Underwriters’ Report of November 
Z, 1933: 

“Paul L. Haid, president of the In- 
surance Executives Association at New 
York, in a conference with Percy Good- 
win of San Diego, declared that the 
statement of Bert Levit, attorney for 
the National Board of Fire Underwrit- 
ers, in which he declared in effect that 
the buyers should allow insurance men 
to conduct the insurance business, had 
been misunderstood and that he (Mr. 
Haid) will attend the agents’ conven- 
tion at Pasadena and while in San Fran- 
cisco will confer with insurance execu- 
tives and the buyers’ associations in an 
effort to correct the misunderstanding.” 

And subsequently in its issue of 
December 14, 1933: 

“Recently, during a brief visit to the 
Pacific Coast, P. L. Haid, president, 
Insurance Executives Association, it is 
understood, conferred with representa- 
tives of the buyers’ group, assuring them 
that officials of the National Board and 
Insurance Executives Association are 
deeply interested in problems of buyers. 

“Majority sentiment among San Fran- 
cisco fire insurance executives now ap- 
pears to favor closer cooperation with 
the Insurance Buyers Association of 
San Francisco.” 

Apparently, however, the views of 
Messrs. Levit and Mallalieu pre- 
vailed over those of Messrs. Haid and 
Eitel, for in the more than six years 
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since Mr. Haid declared his friendly 
attitude toward organized insurance 
buyers he has never called upon them 
when visiting San Francisco. 
ee @ ® 

HAT organizations of insurance 

buyers should be regarded as 
tending to promote the interests of 
those engaged in the business of insur- 
ance appears to be the opinion of lead- 
ing insurance journalists. Please note 
the Journal of Commerce of Decem- 


ber 13, 1933: 


“Large buyers of insurance now have 
several organizations at whose meet- 
ings they discuss their insurance prob- 
lems. That some of the executives in 
charge of placing the insurance of large 
institutions are close students of the 
subject is evidenced by the character 
of the papers and discussions at their 
gatherings. 

“Tt is not surprising that those en- 
gaged directly in the insurance business 
do not unanimously welcome the ad- 
vent and increased activity of these or- 
ganizations. Naturally, they would pre- 
fer that buyers of insurance should not 
make demands, compliance with which 
would make changes in their methods 
necessary. However, the associated 
companies have not a clear field. Stock 
companies which operate independently 
of organizations, mutual companies, re- 
ciprocal exchanges and _ non-admitted 
insurers, such as Lloyd’s London, are to 
be reckoned with, and among these are 
some whose methods are flexible and 
easily adjustable to meet the wishes 
of buyers, provided the underwriters 
can see a profit to themselves by so 
doing. 

“The stock insurance interests should 
welcome an opportunity to enter into 
conference with large buyers of insur- 
ance and consider their proposals. Then 
can they set forth the underwriters’ side 
and endeavor to reach a reasonable ac- 
cord. If an executive who is endeavor- 
ing to keep his institution fully pro- 
tected discovers a form of insurance 
which he needs, underwriters should be 
glad to consider it. If it is a risk which 
they can insure with reasonable prospect 
of profit, their opportunity for service 
will have been increased. If it is one 
which they would willingly insure but 
for legal restrictions, the underwriters 
would have a much better prospect of 
securing removal of the restrictions if 
influential buyers of insurance were 
working with them. 


“The insurance business can flourish 
only as it serves the public well. If an 
intelligent and influential clientele will 
show it how to serve in a way more 
satisfactory to the public and cooperate 
with it in removing obstacles to such 
service, the business can be made more 
useful and its prosperity more sound 
and lasting.” 


“The viewpoint of buyers of insurance, 
and especially those that are well in- 
formed and give sufficient time to the 
subject to be intelligent and selective, 
is refreshing. We may be very well 
‘fed up’ on material that we hear at 
conventions by insurance men them- 
selves. . . . After all, the final arbiter 
is the premium payer.” Editorial ‘“Get- 
ting the Buyer’s Viewpoint”, National 
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Underwriter, May 21, 1936. 

Mr. Ralph H. Blanchard, Pro- 
fessor of Insurance, Columbia Uni- 
versity, commenting on an address by 
A. Van Court Miller: 

“Mr. Miller comes to you as a rep- 
resentative of the ‘insurance buyer’, in 
the sense of a specialized, expert man- 
ager of the insurance department of 
his business. A few years ago you 
could have found no such person to talk 
to you. Now there is a large and influ- 
ential group of key men in important 
business organizations who devote all 
or a large part of their attention to 
insurance. 

“As a corollary to the growth of spe- 
cialization in insurance buying, there 
has developed a greater interest in the 
buyer’s problems on the part of officials 
of insurance carriers and of insurance 
middlemen. Too often persons in the 
insurance business have looked on their 
institution as primarily a means to fur- 
ther their own economic well-being. 
They have even regarded the questions 
and discussions of insurance buyers as 
in some measure impertinent.” 

Commenting on the remarks of an 
insurance buyer regarding desirable 
qualifications of a good insurance 
commissioner, the Journal of Com- 
merce said: 

“The organization of buyers is bring- 
ing in a factor which promises to have 
influence both on insurance legislation 
and the character of supervision. It re- 
mains to be seen whether organizations 
within the business will seek to reach 
an agreement with these large buyers 
and get behind something constructive 
or whether companies, agents and as- 
sured, looking out for what they con- 
sider their individual interests, will con- 
tinue to oppose each other and leave 
the legislatures bewildered by the multi- 
tude of counsel.” 

Notwithstanding the opposition 
from the Levit-Mallalieu contingent 
or the failure of Mr. Haid to redeem 
his promise to confer with organized 
insurance buyers, the San Francisco 
Insurance Buyers Association con- 
tinued to function until its leaders 
found better opportunities by coop- 
erating (with apologies to Mr. 
Melsha) with such organizations as 
the American Management Associa- 
tion and Risk Research Institute. In 
the meantime, however, some excel- 
lent addresses had been made before 
the Buyers Association by representa- 
tives of stock and non-stock carriers. 


Invariably managers of “orthodox” 
carriers refrained from attending 
meetings of the Association. Appar- 
ently they considered it infra digni- 
tate, as the lawyers say, to be present 
at a meeting of their customers. True, 
they sent able men, but they lived up 
to the Boston standard so well set 
forth in an old verse: 

Here’s to dear old Boston, 

The land of the bean and the cod; 

Where Cabots speak only to Lowells 

And Lowells speak only to God. 

(Or is it the Cabots who speak only 
to God ?) 


Possibly the reason for their ab- 
sence was that they preferred to avoid 
the questions which informed persons 
would be sure to put to them and 
which they could not answer satisfac- 
torily without embarrassment. 


In contrast thereto, managers of in- 
dependent carriers, stock and non- 
stock, attended these meetings, ad- 
dressed them and showed neither re- 
sentment nor embarrassment when 
asked to take the buyers into their 
confidence. 


Similar treatment was accorded the 
controllers of a number of large de- 
partment stores, many of whom were 
members of the Insurance Buyers As- 
seciation. Having devised new forms 
of coverage to fit the needs of their 
principals, they undertook to call the 
results of their efforts to the attention 
of controllers in other sections, only 
to be met with a sarcastic editorial in 
the American Agency Bulletin under 
the caption, “Leave it to the Con- 
trollers.” 

Consistent with these tactics has 
been the policy of the Business De- 
velopment Office. Invitations to the 
Coast manager to meet buyers have 
failed utterly, even when augmented 
by an appeal from President Welsh 
of the Missouri Association of Insur- 
ance Agents to Mr. Menard, while 
head of the B. D. O. Had this invita- 
tion been accepted, I am confident 
that Mr. North and not I would be 
here today to presentthe buyer’s view- 
point and to tell you what has brought 
about the situation to which Mr. 
Kemp S. Dargan called attention in 
his address before the American As- 
sociation of Insurance General Agents 
in San Francisco, June, 1939. Ac- 
cording to Mr. Dargan: 

“One and all must agree that the 
present conditions cannot continue un- 
checked. If the existing organizations 
or others that may be formed cannot 
accomplish this, then there is only one 
alternative, distasteful though it may 
be. This alternative is legislative con- 
trol of these unregulated competitive 
matters which we seem unable or un- 
willing to regulate ourselves. 

“Let us sincerely hope that the in- 
surance business has not yet reached 
the point where its leaders will admit 
the need of legislative control, but it 
is futile to try to blind ourselves to the 
fact that we are rapidly drifting in that 
direction.” 


OW does the buyer view insur- 
ance? 

As the first part of the answer to 
the question, I quote from an address 
by Mr. A. Van Court Miller, Chief 
Accountant, New York Herald Trib- 
une, at the meeting of American As- 
sociation of University Teachers, 


Philadelphia, December 27, 1939: 
(Continued on page 26) 
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Heavy Industrial Work Often Results in Back Injuries. 


Treatment of Back Injuries 


An Address 
By DR. PAUL B. MAGNUSON 
CHICAGO, ILLINOIS 
Before the Casualty Claims Conference of the 
American Mutual Alliance 


ACKS are like the poor — we 
B have them with us always, you 

in the claims department as 
well as we on the medical end of it. 
My first interest in this subject was 
in my own; I hate to say how many 
years ago because I was then a young 
man. Nobody in the medical profes- 
sion at that time knew very much 
about pain in the back and in my 
own case I was as inconclusive as my 
colleagues in relieving the misery. 
This confusion in the minds of medi- 
cal men regarding backs seems to 
exist to a great degree to the present 
date. In those days diathermy was 
in the experimental stage and for 
most cases of backache it was as 
good then as it is now, usually for 
$1.50 a treatment, and the fellow who 
owned the machine received most of 
the benefit. I do not mean by this 
that diathermy is of no use, but it 
certainly is used promiscuously even 
today, many times to camouflage in- 
ability to make a diagnosis and to be 
doing something for the patient. 


There is a lot of excuse for pain 
in the back because it can be due to 
so many causes. Probably few men 





in the audience who are more than 35 
years of age have not had a pain in 
the back at some time or other. The 
anatomy of the back is in general 
similar to that of other parts of the 
body, but by reason of its structure 
and the mechanical strain put upon 
its tissues, the back is peculiarly sub- 
ject to conditions which do not occur 
elsewhere. 


You are interested particularly in 
knowing why pain occurs in the back ; 
why it can be cured in some cases 
and why, in other apparently similar 
cases, it cannot be cured. You want 
to understand this in order that you 
may set up a standard so that your 
reserves need not be changed every 
few weeks. As I said before, the 
back, being made up of tissues simi- 
lar to those elsewhere in the body, 
is subect to the same injuries and 
the same diseases, or effects of dis- 
ease. The fact that we cannot see 
these tissues plainly should not mean 
inability to diagnose pathology if a 
thorough and careful examination is 
made. When a back is exposed for 
examination, I like to look at it in 
mind’s eye in this way: The skin, 
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which I see; the fascia, tough fibrous 
tissue covering the muscles which 
should stretch but sometimes does 
not. It is easily injured and slow to 
heal and may become thick and hard. 
The muscles lie under the fascia ; then 
come ligaments, holding together the 
bones which make up the spine; then 
the joints between the vertebrae, cov- 
ered with cartilage and surrounded 
by a sac called the capsule, inside 
which is synovial membrane. These 
joints, two above and two below on 
each vertebrae, hold a lot of weight 
for their size. There is not a joint 
in the spine bigger than the finger 
nail of my fourth finger. Then come 
the vertebrae, which support the 
whole weight of the body above the 
hips and, last of all, but by no means 
least, the nerves that exit from the 
spinal canal. A pad or sheath sur- 
rounds each nerve as it exits from the 
spine, permitting plenty of play in 
the various motions of the body. The 
capsule of the joint forms one side of 
the foramen through which these 
nerves pass. If the capsule becomes 
swollen or inflamed, or if the sur- 
rounding ligaments become inflamed, 
this inflammation can and does com- 
municate itself to the adjacent nerves 
and’ produces pain which is referred 
down along the course of the nerves. 

The mechanics in the lower back 
cannot be considered the best ex- 
pression of mechanical stability. The 
fifth lumbar vertebra, which is the 
lowest movable vertebra in the spine, 
rests on the sacrum at an angle of 
45 to 60 degrees, sloping from above 
and behind downward and forward. 
The sacrum is the part of the spine 
held between the hip bones and is a 
solid structure in adult life. If it were 
not for the fact that in the normal 
individual the fifth lumbar overlaps 
the joints on the first sacral verte- 
bra, the fifth lumbar would slip com- 
pletely off the sacrum because of the 
downward and forward pull of the 
weight of the body above this point. 
Dr. Theodore Willis of Western Re- 
serve University in Cleveland has 
shown that 3.5 per cent of all normal 
individuals have some variation from 
the normal at this point, and it is 
among this 3.5 per cent that we find 
most frequently the low back pain 
which is so stubborn. This is because 
there is more weight or strain put 
on the ligaments supporting the body 
at this point than they should carry 
after an injury. The upright position 
of the body in itself continues the 
strain, and as a matter of fact the 
bones, ligaments and muscles must 
be all intact, or pain is produced by 
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the very act of weight-bearing. The 
only way to relieve that strain is to 
assume the horizontal position so that 
the weight is removed from the verte- 
brae and supporting structures. 


LL the motions of the upper part 

of the body hinge on the spine 
just above the hips. The muscles and 
ligaments are attached around the 
pelvis and extend upward, the mus- 
cles of the trunk attach all the way 
up the spine and around the ribs, 
and are inserted into the pelvis, so 
that the hinge upon which the body 
works is the first movable joint above 
the hips. At that point, which is and 
should be freely movable, the great- 
est strain falls in all motions of stoop- 
ing, lifting, walking or twisting. 
When we take into consideration that 
the joints between these two verte- 
brae, the solid one below and the 
movable one above, are not more than 
three-eighths of an inch in diameter, 
and that the mechanics of construc- 
tion of this part of the body causes 
a downward and forward thrust on 
these joints in the upright or stoop- 
ing position, it is not difficult to un- 
derstand why strain occurs in this 
region so frequently and lasts so long. 
When it is remembered also that 
this constant strain can and fre- 
quently does produce what we call 
traumatic arthritis from long, con- 
tinued over-exertion, this adds an- 
other factor to the seriousness of the 
injury in this location. 

Traumatic arthritis is a definite en- 
tity. It can be produced in animals 
by weakening a weight-bearing joint 
and allowing the animal to exercise 
normally, bearing weight, running or 
walking. The joint in less than six 
months will show changes which can 
be seen both by x-ray and in the re- 
moved specimen, and if the strain 
continues for a year or more the 
joint becomes progressively more ir- 
ritated until it is almost blocked and 
develops an acute inflammation. Then 
the animal ceases to use it normally 
because it hurts. It does not hurt 
until inflammation develops, and this 
does not happen for some time after 
the damage is shown quite plainly in 
the x-ray. This is the type of ar- 
thritis found in the backs of miners, 
or in men who do heavy labor for 
a long period of time. This is the 
type of back that we see in persons 
past 45 years of age. There are prob- 
ably many contributing factors: First, 
the wear and tear of life, simply the 
effects of age and overstrain ; second, 
chronic toxemia, which may be caused 
by absorption from intestines that do 
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not eliminate properly, or may be due 
to a metabolic change or incomplete 
combustion of fuel taken into the 
body in the form of food, leaving 
residue which is toxic; third, chronic 
infection, in the nose, throat, teeth, 
prostate, etc. Fourth, gout, which is, 
contrary to the popular notion, not 
a disease of fat, plethoric, beef-eat- 
ing, wine-drinking old men. It can 
occur in young, healthy persons due 
to the breakdown of complete meta- 
bolism and lack of ability of the sys- 
tem to use up certain types of protein 
food. I have seen frank cases of 
gout in young men of 18 or 22. One 
played polo three times a week in the 
summer time, sweating like a bull, 
and yet he could develop a first-class 
backache if he ate beef three times 
a week for a week or two. He had 
an idiosyncrasy to this type of food; 
why, nobody knows, but it was there. 
Another boy was playing football on 
the first team of one of the midwest 
universities and had an active case 
of gout right in the middle of the 
football season when he was in 
training. 


An injury superimposed on joints 
irritated by any of these factors is 
much more serious, so far as length 
of disability is concerned, than a 
strain of the ligaments in a normal 
individual. But what is normal? 
Everyone in this room may feel per- 
fectly well. We all have factors of 
safety and tolerance for various 
things, that our neighbor may not 
have, but on the other hand, he may 
be immune to things that affect us. 
We cannot tell from blood chemistry 
determinations whether a patient has 
an intolerance for strawberries and 
is going to break out with hives when 
he eats two. This is a chemical irri- 
tation of some sort which has not 
been fathomed to date, that it is only 
by taking a careful history and going 
into many apparently inconsequential 
details that the doctor may get a 
lead as to the aggravating causes of 
long continued disability in any case. 
The bones, joints, synovial membranes, 
nerves, muscles and fascia, which 
make up the lower back, are subject 
to the same diseases in that location 
to which they are subject in other 
parts of the body. 


It is also true that the location of 
the pain is only part of the picture. 
The patient may have pain in the 
back, but it may not be due to injury 
although he may honestly think it is. 
One of the important symptoms of 
some of the infectious diseases is a 
terrible backache — scarlet fever, 
breakbone fever, etc., are outstanding 


examples. It is up to the doctor to 
make an examination which will, by 
the process of elimination, boil the 
diagnosis down to all the possibilities 
and probabilities. Examination should 
be made with an open mind, not to 
prove that the patient does not have 
a back injury or to prove that he has 
a back injury, but upon his statement 
that he has a pain in the back to try 
to find out what causes that pain 


F I were to enumerate all the 

things that might cause pain in 
the back, I could easily cover a num- 
ber of pages. I think this audience 
would not be interested in such an 
enumeration, but a doctor should be, 
and in order to eliminate certain of 
these causes he should have the abil- 
ity and the time to take a careful and 
thorough history. This is no easy 
task, especially when a patient comes 
in with the idea firmly fixed in his 
mind that the pain is due to injury 
of the back and nothing else in the 
body could possibly have anything to 
do with it. It will take a lot of tact, 
much conversation, and the establish- 
ment of confidence between the doc- 
tor and his patient before the doctor 
will be able to get complete and thor- 
ough information as to the man’s 
general attitude toward his employer 
and other associates, his past health, 
his employment record, his mode of 
living, what he eats, his habits of 
elimination, even how he stands, 
walks, stoops and does his work. 
Then comes the examination. Need- 
less to say the patient should be 
stripped. His posture should be 
noted, whether his feet are flat or 
pronated, whether his weight-bearing 
joints bear the weight in the right 
line, the length of his steps. He is 
asked to bend to the right and then 
to the left. It is noted whether there 
are any fixed curves in the spine and 
whether the curve of bending is nor- 
mal and accurate in both directions, 
or whether there may be a segment 
of limitation of motion or muscle 
spasm upon certain motions ; whether 
the spot of pain complained of is 
fixed; whether there is tenderness 
accompanying this spot of pain. The 
location of pain should be marked 
with skin pencil or ink with a sign 
indicating whether this spot occurred 
on first, second or third examination. 
This part of the examination must 
be repeated several times to deter- 
mine whether the spot of pain is 
constant or the spot of tenderness is 
constant, whether it is produced on 
similar motions time after time or 
whether it varies from time to time. 
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If there is a sore spot it. remains con- 
stant, whether the patient is exam- 
ined at 11:30, 12:30 or 6:30. If that 
sore spot is located in a joint it stays 
in the joints, and can be reproduced 
by pressure of the same degree time 
after time, or by motions which put 
strain on that joint in the same way 
time after time. If on one examina- 
tion the patient complains of pain in 
one location, and fifteen minutes 
afterward on repeating the examina- 
tion the pain is from two to six 
inches away from the spot originally 
located, it may be reasonably con- 
cluded that it is not constant. If the 
patient complains of pain on a cer- 
tain motion, and on an entirely differ- 
ent motion when strain is put on dif- 
ferent tissues half an hour later, it 
can be concluded that those tissues 
are not really sore. 

If the anatomy and physiology of 
all the tissues that go to make up the 
back are understood and visualized, 
the doctor can test out each group by 
putting pressure or strain on any tis- 
sues in the back or on any structures 
in the back. If pain is constant, it 
may be safely said that that back has 
some pathology. If it is not constant 
and the patient does not tell the same 
story on each successive examina- 
tion, it is a pretty fair conclusion that 
the spot of pain or tenderness exists 
only in the patient’s mind. But such 
an examination cannot be hurried, 
cannot be done while 25 other- pa- 
tients are waiting to have wounds 
dressed, with perhaps three patients 
to see outside for someone who wants 
things done in a hurry. A back ex- 
amination cannot be hurried nor as 
a matter of fact can any physical ex- 
amination, although some are easier 
to make than others and definite 
conclusions may be reached without 
such painstaking and time-consuming 
procedures. 

The findings in the back are only 
part of the picture. The nose, throat, 
sinuses and teeth must be looked at 
and sometimes x-rayed. Blood counts 
and blood chemistry are frequently 
necessary to determine the presence 
of metabolic disorders contributing to 
pain. Reflexes must be tested. In 
many of these cases, if due to an in- 
flammatory process, the tendo-Achil- 
les jerk will have entirely disap- 
peared on one side. This may sound 
strange, but I assure you it is not 
at all unusual. When pain is referred 
to another part of the body, if the 
anatomy of the nerve is understood, 
the actual joint which is inflamed 
can be localized. The nerves exit 
through definite openings in the spine, 
and it is much like identifying a car 
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on a switch track; if it is on that 
track it must have come over a cer- 
tain lead. The fact that a reflex is 
diminished or absent is definite indi- 
cation of some trouble along the track 
of that nerve between its terminal and 
its beginning in the spinal cord. This 
can also be localized by careful ex- 
amination. 





Illustrating the maze of soft tissues contigu- 

ous to the bony structures of the spine. Liga- 

ments, joint capsules, muscles, nerves and 

blood vessels, none of which can be seen in 

the x-ray, but all of which are subjected to 

the same forces and less prepared to resist 
them than the vertebral bodies. 


In the old days we heard much of 
sacroiliac dislocation. I have seen a 
few cases where this was demonstra- 
ble, but they have been connected 
with severe injuries, with disruption 
of the sacroiliac joint and complete 
tear of the ligaments. On the other 
hand I have seen sacroiliac strains 
which caused the same symptoms as 
these disruptions of the joints, and 
these strains can produce as much 
pain as a ruptured joint although 
there is nothing shown in the x-ray. 
In other words, a torn ligament does 
not produce any more pain than an 
overstrained ligament. We do not 
hear so much about sacroiliac dislo- 
cations nowadays, but the medical 
profession has a new pet, the rup- 
tured nucleus pulposus. The nucleus 
pulposus is a gelatinous, rubbery 
mass in the center of the interver- 
tebral discs which takes up the jar 
between the bodies of the vertebra. 
Normally it lies between the bodies 
of the vertebra, and in certain in- 
juries it can be forced out of place. 
I have seen a very few cases where 
this has occurred. Not long ago a 
report was published on a series of 
more than 300 cases of this condition. 
In my own experience,and I see a good 
many backaches of one or another, I 
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have not seen more than three. In 
this report the symptoms due to this 
condition are enumerated, and I have 
seen literally hundreds of cases with 
the same symptoms caused by noth- 
ing more than strain or inflammation 
of the lumbosacral ligaments and 
joints, communicated to the nerves 
at their exit from the spine. Ruptured 
nucleus pulposus is a nice expensive 
diagnosis. It is a new baby to play 
with, but up to this time I am not 
convinced that the condition actually 
exists in more than 1 per cent of the 
cases reported. The men who oper- 
ate for this condition frequently, and 
frequently do not find a ruptured 
disc, let themselves out by saying this 
is an inflammation of the ligaments 
flava, a ligament that lies just over 
the disc in front of the cord. When 
there is an argument about it, they 
say these patients get well after oper- 
ation, and I will say to you, as I 
do to them — certainly they get well. 
They are so sore that they cannot 
turn over in bed for three months, 
they get a beautiful rest, the joints 
have a chance to recover, the strain 
is taken off the ligaments, they are in 
bed having good nursing, the elimi- 
nation is watched and the diet is 
watched, why shouldn’t they get well ? 
Fully 90 per cent of backaches that 
I see get well in even less time if 
they are not operated on, but simply 
given bed rest and a hygienic regime. 

My old chief used to say that be- 
cause a cat has kittens in the oven 
is not convincing proof that they are 
biscuits, and so it is with this opera- 
tion. Because the patient gets well 
after operation is no proof that a 
ruptured nucleus pulposus existed 
prior to operation unless the nucleus 
pulposa -was actually found to be 
pressing against the structures within 
the spinal canal. The injection of 
lipiodal for diagnostic purposes is an 
unwarranted procedure unless there 
is evidence of block in the spinal 
canal in which case I see no objec- 
tion to it if operation has been defi- 
nitely decided upon and if the canal 
is to be opened within a few hours 
to allow the lipiodal to escape. I have 
seen a fair number of cases in which 
the injection of lipiodal alone has 
made the patient permanently worse. 

ee @ ®@ 


Y experience with backache is 

based at least 70 per cent on 
experience with private patients who 
are paying their own expenses, and, 
of course, it is much easier with this 
type of patient to obtain an accurate 
history than it is with those who may 
have an axe to grind. However, in 
industrial work it has been my ex- 





20—February, 1940 


perience that there are very few out- 
and-out malingerers. Detection is very 
easy; if you give them enough rope 
they will hang themselves. Making 
a careful examination and letting the 
patient talk will soon give you the 
real story. I have a little gadget for 
use in industrial cases, called a pres- 
sure meter, which records the num- 
ber of pounds pressure that it takes 
to produce pain in a certain spot. 
Pain is a subjective thing ordinarily, 
and so is tenderness. However, we 
record the number of pounds or 
ounces of pressure that it takes to 
produce pain, repeating this exami- 
nation a number of times, and if at 
one examination the patient com- 
plains that pain is produced by one 
or two pounds of pressure, and at an- 
other time can stand a pressure of 
five or ten pounds in the same loca- 
tion, and on still another examination 
there is variation in the amount of 
pressure causing pain in the same 
location, this becomes objective evi- 
dence and is fairly conclusive proof 
whether or not a patient really has 
the symptoms of which he complains. 
Pounds and ounces are definite 
things. Spots of pain are indefinite 
things unless recorded accurately and 
decisively. The patient’s word has a 
value as high as or higher than the 
doctor’s, and the doctor must there- 
fore be sure of his ground. 

At the beginning of this talk I men- 
tioned that the joints, muscles and 
ligaments bore the weight of the body 
and supported most of the strain put 
upon them from above. I also spoke 
about the diathermy and my opinion 
of it in the average case. Let’s admit 
the case of a workman who stoops 
and picks up a 20 or 30 pound weight. 
His foot may or may not slip, but 
he gets a sudden sharp pain in his 
back. He cannot stand up and cannot 
continue to work because of the pain. 
He goes to the doctor; the doctor 
straps his back with adhesive plaster 
and the patient goes home, is told 
to apply heat and to come back in 
one or two days or a week. He re- 
turns, still unable to stand up, still 
with pain in the back, and is told to 
report for heat and diathermy. True, 
heat does help strains or inflamma- 
tion in joints or ligaments, but what 
is this man doing to his lower back? 
In reporting to the doctor’s office, 
which may be blocks or miles away, 
he rides in a jerky automobile or 
street car or pounds his heels on the 
pavement coming to and from the 
office. Every vibration is a small 
blow given almost directly to the tis- 
sues which are involved in producing 
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pain. He feels relieved while the 
treatment is being given, but he finds 
by the time he gets home he is in as 
bad shape as before. He comes daily 
for treatment, every day repeating 
the many small jars to his back. This 
in fact is what we do to dogs’ joints 
to produce traumatic arthritis. Let’s 
look at this man’s history. He has 
been doing the same type of work 
for many years and has lifted the 
same weight hundreds of times and 
never before had trouble, but now he 
has a pain in his back. Can it be as- 
sumed that the structures of this 
man’s back are different now to what 
they have been all these years? It 
should not take much reasoning in 
most cases caused by very slight 
trauma to realize that there must be 
some contributing factor, some weak- 
ness or irritation of these tissues, 
that has precipitated this pain follow- 
ing some motion which has been per- 
formed thousands of times before 
without causing symptoms. We could 
not expect a knee joint or wrist joint 
or any other joint to get well if it 
were injured or inflamed by constant 
hammering with a light, soft hammer. 
Then why do we expect patients with 
low back pain, where joints not more 
than three-eights of an inch in diam- 
eter support the weight of the upper 
body, to move around in the per- 
pendicular position when it is impos- 
sible to relieve the strain on the ten- 
der tissues with the body in this 
position ? 

If this patient were put to bed, flat 
on his back, and kept there with trac- 
tion of six to eight pounds on each 
leg, no cast, no brace, but just mild 
immobilization with traction, and if 
a thorough search were made to find 
out why his ligaments, joints, mus- 
cles or fascia had ‘suddenly sustained 
this pain, a large majority of these 
cases with backache would recover in 
a quarter of the time otherwise re- 
quired. Too many of these patients 
have been passed around for months, 
getting all sorts of treatment, but none 
aimed at the condition which is caus- 
ing pain. The x-ray frequently shows 
nothing or possibly may show a little 
roughness along the edge of the joint. 
If any major or minor abnormality 
is seen, that was there long before 
the patient had the backache. The 
x-ray indicates only that the irrita- 
tion aggravated a condition which 
has existed for a long time, and the 
present condition is only a climax. 
Certainly x-rays should be taken, but 
they should be good x-rays taken at 
proper angles, and they should be 
diagnostic for the part involved. I 


hate to think of the x-rays you gentle- 
men pay for that are in no way help- 
ful in diagnosis. The interpretation 
of x-rays of the lower spine is no 
easy job in itself, inasmuch as the 
variations in the normal back are so 
numerous. Because of an anatomic 
variation, injury is frequently read 
into the x-ray when none exists. The 
differentiation between fracture of the 
spine and osteochondritis, tubercu- 
losis, sarcoma, hemangioma and other 
conditions is not too difficult if one 
has good x-rays taken at the right 
angle, but the interpretation must be 
made after the examination is com- 
plete and it must be kept in mind 
that x-rays form only a part of the 
diagnostic picture. 


UMMING up the examination 
Sy of the back to determine the 
cause of pain is no simple matter. 
Probably many of you have wondered 
why we request blood chemistry, 
blood counts, examination of the 
nose and throat, smears from the 
prostate and all these other things. 
I know they are expensive, but I con- 
tend that it is much less expensive 
for you and much better for the pa- 
tient to put him to bed, make a thor- 
ough examination, decide the reason 
for the pain or whether pain is ac- 
tually present and have the thing 
cleaned up. Otherwise the patient 
may go week in and week out, month 
in and month out, out of work, draw- 
ing compensation, and getting men- 
tally disturbed. Heat, massage and 
diathermy in themselves will not ac- 
complish a cure. If the man gets well 
under this treatment he would get 
well anyhow. Certainly, when a case 
comes up before the industrial com- 
mission after treatment has been car- 
ried on for a number of months, then 
somebody decides there is nothing the 
matter with the patient and compen- 
sation is shut off, and testimony is 
forthcoming that the patient is a 


malingerer, the natural reaction of | 


the commissioner is, “Why did you 


treat him all this time before you de- | 
cided there was nothing the matter | 


with him?” 


It has been my experience that 
most of these cases get well if prop- 
erly treated from the beginning. I 
am not saying this from experience 
with private patients alone. I have 
been chief surgeon for two railroads 


and medical director of the Industrial © 
Commission, and had a large indus- § 
trial practice at the Stockyards for © 


nine years. In that nine years of 
(Continued on page 22) 
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Pink Sees Low-Cost Housing 
as Field for Insurance Funds 


N outline of the possibilities of 
the investment of insurance 


company funds in low-cost 
housing projects, with particular ref- 
erence to the service which they can 
render in preventing the spread of 
“blighted areas” in the central sec- 
tions of our major cities, was given 
by New York Superintendent of In- 
surance Louis H. Pink in an address 
to the ninth annual meeting of the 
National Public Housing Confer- 
ence, held recently at Washington. 
Superintendent Pink is treasurer of 
the National Public Housing Confer- 
ence, and was formerly chairman of 
the New York State Housing Board, 
and a member of the Municipal 
Housing Authority of the City of 
New York. 

Superintendent Pink stated: 

This meeting is devoted primarily 
to public housing, but it is obvious 
that if a real attack is to be made 
upon blighted and slum areas and if 
people are to be adequately housed, 
private enterprise must cooperate 
with federal, state and municipal 
government. The United States 
Housing Authority cannot even be- 
gin to provide for that 25 per cent 
of the population which is in need 
of rentals so low that substantial sub- 
sidy is required. 


No one knows what the cost of 
providing subsidized houses for this 
low income group would be. Many 
have estimated. It is thought that it 
would cost one and a half billion a 
year. There just isn’t that much 
money around. Subsidized housing 
is necessary. Considerably more 
money than is now spent should be 
put into it. But private as well as 
government resources must be util- 
ized to the fullest extent if real prog- 
ress is to be made. 


There is perhaps another 25 per 
cent which can pay from $20 to $50 
a month and which is not in need of 
substantial subsidy but requires the 
friendly concern of government. It 
is for this group that the financial 
institutions can accomplish most. 


The insurance companies and 
banks are in a position to make a 
substantial contribution towards the 
Improvement of housing. They can 
also assist materially in preventing 
the extension of blight in our cities 
and even to a lesser degree, in the 
clearing and rebuilding of slum areas. 





There are obvious limitations to any 
help that the financial institutions can 
give. Our insurance companies and 
our banks hold the public monies in 
trust. Neither those who manage 
the financial institutions nor those 
who supervise them have any right 
to gamble or speculate with or in 
any way imperil the great reservoir 
of the savings of the public. Our 
first duty, and that is a solemn one, 
is to see that these funds are invested 
in the safest security which it is pos- 
sible to find. We have no right to 
aid social and philanthropic move- 
ments in which we are interested un- 
less the investment is safe and sound 
and compares favorably with the best 
that can be obtained in the invest- 
ment market. 


Within this limitation, which must 
be clearly understood and scrupulous- 
ly observed, I believe there is a proper 
and legitimate field for the invest- 
ment of a reasonable and limited 
proportion of the funds of financial 
institutions in large scale, well-plan- 
ned, centrally located developments. 
They must be large enough to pro- 
duce economies in construction and 
management and to maintain values 
even in the face of possible deteriora- 
tion in surrounding neighborhoods. 
The rents must be sufficiently low so 
that there will be a constant and 
steady demand for occupancy. 


The greatest difficulty which today 
confronts the banks and insurance 
companies is the safe investment of 
funds. They are burdened with a 
large proportion of cash for which 
it is difficult to find suitable invest- 
ment. In our Department we must 
keep in close touch with real estate 
conditions, not only in New York but 
all over the country because of the 
spread of life insurance and our ef- 
fort to supervise efficiently. Real es- 
state mortgages have always been 
considered one of the best and safest 
investments for funds of this char- 
acter. 


Many trends are noticeable today 
which are not favorable to the im- 
provement of the real estate and 
mortgage market. There is increased 
competition for mortgage  invest- 
ments, some increase in building 
costs, a tendency to use good loca- 
tions for inferior purposes, continued 
high rate of unemployment with sub- 
sequent limitation of buying power. 
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There is still much undigested prop- 
erty in the hands of the insurance 
companies and banks which they 
have been unable to sell. But most 
important of all, and the most dan- 
gerous, is the continued spread of 
blighted or devastated areas, not only 
in farming communities but in the 
centers of our great cities. 


This increase of blight is of im- 
mediate concern not only to city gov- 
ernments which lose tax revenues, 
but to the lending institutions. All 
of our great companies have very 
substantial and widespread invest- 
ments in mortgages in the large 
cities. Some of these have been con- 
verted into real estate. Our com- 
panies are vitally interested in main- 
taining the values of their invest- 
ments so that policyholders may re- 
ceive everything that is due them. 
The extension of the blighted areas 
not only makes it difficult to collect 
interest and rents in these sections, 
but has a tendency to detract from 
the underlying value of all real es- 
tate and mortgages in the community. 


HE great strength of the life 

companies, and also to a very 
large extent of the banks, has been 
the diversity of investment. If one 
type of investment goes bad others 
make up for it. We are not depend- 
ent alone upon railroads or utilities 
or industrials or government and 
municipal bonds, or real estate mort- 
gagees — but upon all of the under- 
lying things of value in the country. 
It is my belief that a small percent- 
age of assets may, with safety and 
with profit to everyone, be invested 
in low rental housing located in the 
central districts of our cities. 

While the thought is comparatively 
new, such investment is not in any 
sense merely an experiment. There 
is much in the history of low rental 
housing which leads us to believe 
that large scale, centrally located, low 
rental, carefully supervised develop- 
ments may offer one of the safest of 
long-term investments. 

The Metropolitan Life Insurance 
Company invested some seven and 
one-half million dollars in low rental 
apartments in Long Island City in 
1922, when there was a_ housing 
shortage, at a rental of $9 a room. 
The property has already been amor- 
tized to the extent of some two mil- 
lion dollars out of earnings, and there 
has been a net average income of 
about 4 per cent during all of this 
period. The company is now engaged 
in the largest and probably the best 
low-rental development in this coun- 
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try or perhaps anywhere. It is known 
as Parkchester and is located on the 
outskirts of New York City. It will 
cost some $50,000,000 and will be a 
city in itself of some 40,000 inhab- 
itants. Every effort has been made 
to create, not a group of tenements, 
but a community with ample open 
space and variety of architecture. 

However, this development, fine 
and desirable as it is, adds to the 
tendency to move the population out 
of the cities into the suburbs, creat- 
ing a more serious situation than 
ever in the older areas. Such devel- 
opments in the future should, wher- 
ever possible, be placed where they 
will do the most good and where 
they will retain in the city social and 
economic values which come from 
healthy growth. 

In the City of New York, under 
what is known as the State Housing 
Law, we have invested some $30,- 
000,000 in fourteen low-rental, state- 
supervised projects. They house 5,- 
907 families. All of the developments 
have come through the depression in 
the black. Some, of course, have paid 
better than others but there has been 
no failure of any to pay the basic 
charges. They have earned an aver- 
age of approximately 4 per cent. 

Some twenty large-scale, limited 
dividend projects in many sections of 
our country have been built under 
the Federal Housing Administration, 
in the financing of which our insur- 
ance companies have shared gen- 
erously. It is too early to pass judg- 
ment, but there is every indication 
that these are safe and wise in- 
vestments. 

The City and Suburban Homes 
Company, a private limited dividend 
company, has been in operation in 
the City of New York for forty-one 
years and has paid average dividends 
of 4.65 per cent during that period. 
A similar company in Boston, al- 
though much smaller, was formed 
some sixty-three years ago and has 
paid well over 3 per cent. The Cin- 
cinnati Model Homes Company was 
formed a quarter of a century ago and 
has averaged 5 per cent dividends. 
Two limited dividend companies here 
in Washington have averaged over 
5 per cent, one of them for thirty- 
four years and the other forty-one 
years. 

There is far greater experience in 
Europe than there is in this country. 
Our own limited experience but 


confirms the record for safety and 
security made by the limited divi- 
dend companies and the cooperatives 
in England, Holland, Sweden, Den- 
mark, 

nations. 


Austria and other foreign 
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HERE are other requirements 

which must be met if the insur- 
ance companies and banks are to be 
of real help. The financial institu- 
tions cannot clear slums or assemble 
thousands of separate parcels in or- 
der to make a suitable site. They can- 
not replan areas, tying them in with 
the general city plan, nor can they 
provide schools, parks, playgrounds 
and other necessary facilities. This 
the city must do. It must condemn 
the area, replan it, provide those 
services which are required, estab- 
lish playgrounds which will service the 
community and cut down the cost 
of the land by permitting larger cov- 
erage. The city must do away with 
unnecessary streets, create super- 
blocks, and contribute the land thus 
saved to the enterprise. The site 
cleared and replanned, or such part 
of it as is not required for other pur- 
poses, may be sold to the insurance 
companies and banks for develop- 
ment. This is the minimum of co- 
operation that must be expected of 
the cities if the financial institutions 
are to lend public funds. 

The rents which will be achieved 
will be considerably lower than those 
of similar commercial structures but 
they will also be very much higher 
than rentals in subsidized projects. 
The companies will not expect to 
make any profit. They will be satis- 
fied with a reasonable return. They 
will manage and operate the proj- 
ects for the public benefit. If the 
rents achieved are considered too 
high, the cities must then give con- 
sideration to some practical assist- 
ance in the form of tax encourage- 
ment unpopular as that may be. 

Here is a partnership which may 
prove a sound outlet for surplus 
funds, maintain the values of mort- 
gage and real estate investments in 
the heart of our cities, provide at- 
tractive houses for people of mod- 
erate means, prevent the spread of 
blight and decay and aid materially 
in the restoration of our cities to 
normal health. 

We are trying to work out the 
details of such a plan in the City of 
New York. Mayor LaGuardia has 
expressed great interest and a desire 
to cooperate in every respect pos- 
sible. Nothing may come of it, but 
it is pregnant with possibilities. 





Insurance Taxation 
(Continued from page 6) 
he pays for his insurance. The insur- 
ance companies paying these taxes di- 
rectly are thus in effect tax collecting 
agencies for the government. They 


necessarily include the taxes as part 
of the cost of insurance which the pol- 
icyholder must pay. 

Taxes on insurance business fall 
into two broad classes, according to 
the Chamber, (a) taxes on insurance 
in common with other business, and 
(b) special taxes. 

The most important special tax, 
and the one which provides the great- 
est revenue, in the estimation of the 
Chamber, is the insurance premium 
tax, which furnishes at least 90% of 
the total revenue coming from all the 
special forms of insurance taxation. 
Other special levies peculiar to insur- 
ance include expenses for company 
examination required by law; fees for 
filing annual statements; publication 
fees levied by the respective states; 
license fees to be paid to the state by 
each company and by its agents and 
brokers; charges, in the case of life 
insurance, for valuation of policies; 
and in the case of fire insurance, levies 
for the support of fire departments, 
fire patrols, firemen’s relief funds and 
fire marshal departments. 

The amount of these special state 
taxes levied during 1938 was the 
largest ever collected in any year— 
about three and one-half million dol- 
lars more than 1937. Originally, the 
Chamber points out, these special state 
insurance taxes were levied to defray 
the expenses of operating the various 
state insurance departments which 
regulatory bodies supervise the busi- 
ness in the interest of the policyhold- 
ers. The record shows that whereas 
nearly $107,000,000 was collected in 
special state insurance taxes, licenses 
and fees in 1938, the cost of operating 
all of the State Insurance Depart- 


ments amounted to only $5,008,000. | 


The taxes now collected, accordingly, 
are more than twenty times the 
amount that is actually needed to pay 
the State Insurance Department ex- 
penses and thus more than $100,000,- 
O00 went into the general revenue of 
the state and was spent for purposes 


for which the policyholders had al- & 


ready been taxed as citizens. 





Back Injuries 
(Continued from page 20) 
practice, which consisted almost en- 
tirely of industrial work, we had no 


back problems. That does not mean § 
that there were no back injuries, but § 
we found out the extent of injury and & 
treated the case accordingly. The fel- § 
lows who did not have actual injury © 
im- § 
mediately or the aggravating condi- © 
tion was found and cleared up. Af 
correct diagnosis can be made and &@ 


were either refused treatment 


should be made early in every in- 
stance. 
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Reciprocity 


It Is a Practice That Puts Brakes on Advertising and Kills Sales Initiative 
By C. B. LARRABEE 


REPRINTED FROM PRINTERS’ INK BY SPECIAL 
PERMISSION 


ECIPROCITY, according to a 
dictionary, is a “reciprocal ob- 
ligation, action or relation.” 

Reciprocity, according to a defi- 
nition printed several years ago in 
a bulletin of the National Associa- 
tion of Purchasing Agents, is “The 
name given to that sinister, coer- 
cive force used by one selling or- 
ganization against a prospective cus- 
tomer to get business from the latter 
based on the seller’s ability to buy 
from the prospective customer and 
not necessarily on the facts as they 
may exist in a purchase negotiation.” 

So far as business is concerned, the 
N.A.P.A. knows a lot more about 
reciprocity than the dictionary. 

As applied in a great many busi- 
ness organizations today, reciproc- 
ity is all of the sinister, coercive 
force that the N.A.P.A. calls it. 

It is a force that discourages good 
salesmanship, nullifies good advertis- 
ing and attacks the very roots of 
good purchasing. 

Aside from that, the dictionary 
may be partly right. 

Somewhere today there is a pur- 
chasing agent reading a letter de- 
livering this message: : 

“We buy from your company. You 
should buy from our company.” And 
then the sinister postscript, either 
spoken, written or implied: “Or 
else.” 

Somewhere today there are sales- 
men, an amazingly large number of 
them, who feel that they don’t have 
to worry about the merits of their 
products or about the forcefulness 
of their companies’ advertising. They 
may carry sample cases, sales and 
advertising portfolios and catalogs, 
but they feel in their hearts that their 
most successful sales weapon is that 
good old slogan of the weak, spine- 
less and ineffective, “You scratch my 
back and I’ll scratch yours.” 

Somewhere today a_ purchasing 
agent has listened inattentively and 
impatiently to a salesman’s persua- 
sive arguments. 

“No,” his answer has been, “I’m 
not interested. Our records show 
that although last year we bought 
several carloads from your company, 
your company bought nothing from 
us. We help our friends.” 

That is reciprocity in its simplest 
forms. In its more complicated 
ramifications it may include a little 


subtle pressure applied by a banker, 
a word or two dropped at a board 
meeting by one director to another, 
a chance conversation over the 
glasses at the nineteenth hole. 

But in all of its forms and in all 
of its ramifications it denies the 
sound principles of modern adver- 
tising and modern selling. 

Reciprocity buying would not be 
the dangerous force that it is if it 
were present in only a few indus- 
tries and were applied by only a few 
companies. Unfortunately, it reaches 
into most industries and there are 
few companies that at one time or 
another are not approached by the 
back-scratching salesman or do not 
come in contact with the back- 
scratching purchasing agent. 

Reciprocity buying has always 
been a phenomenon of American 
industry. In its inception it is a 
comparatively mild and harmless 
practice. As _ originally conceived 
it merely means that the purchas- 
ing agent, faced with the decision 
of choosing between two products 
or services of equal. merit, gives extra 
consideration to the product or serv- 
ice sponsored by someone who has 
bought the products or services of 
the company by whom the purchas- 
ing agent is employed. 

If reciprocity buying could be kept 
on this harmless basis, it would not 
be the dangerous force it is. As 
practiced in many industries today, 
however, it has little regard for the 
merits of the product, for price, for 
salesmanship, for advertising. 

Althotgh it seriously attacked 
good advertising and salesmanship 
before 1929, depression conditions 
offered an unusually fertile forcing 
ground. Desperate sales executives, 
seeking every method to keep sales 
curves from dropping through the 
floor, turned to reciprocity selling. 
Desperate managenient, trying to 
preserve something from the wreck- 
age, brought pressure to bear on 
sales forces on the one side and on 
purchasing agents on the other. 

Thus the practice of reciprocity 
buying and selling grew to the point 
where, by 1935, purchasing agents 
and sales executive associations were 
dismayed. 

Nobody likes a policy of reciproc- 
ity—unless it is the inefficient manu- 
facturer, whose products are un- 
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worthy, whose prices are out of line, 
whose salesmen are weak, and whose 
advertising appropriation is anemic. 

The purchasing agent detests reci- 
procity buying because it not only 
removes from him the initiative 
which is his right, but also denies 
him the opportunity to practice the 
principles which he has learned in 
the hard school of experience. 

The sales executive doesn’t like 
reciprocity because it not only gives 
him no opportunity to exercise the 
principles of sound, persuasive sales- 
manship, but also gives him no op- 
portunity to meet competitors on 
a fair basis. 


HE advertising executive 

doesn’t like reciprocity because 
it nullifies the effects of soundly 
planned advertising and serves no- 
tice on him that no matter how skil- 
ful he may be in planning his cam- 
paign, his message will fall on dead 
ears in the buying offices of many 
companies from which his own or- 
ganization does not purchase ma- 
terials or services. 

As long ago as 1935, a bulletin 
of the National Association of Pur- 
chasing Agents summarized the evils 
of reciprocity as follows: 

“It is based on the false premise 
that influence is still the way to get 
sales. 

“Tt is the tool of monopoly. 

“Tt is against good organization 
and does not usually follow ‘The 
Golden Rule.’ 

“It tends or attempts to destroy 
the value of initiative, sound busi- 
ness relations, fair dealing and hon- 
esty as between buyer and seller. 

“It is a hold-over from the days 
when proper purchasing was not 
considered a business necessity. 

“Tt is destructive of morale. 

“Tt is an attempt to force action 
against the facts. 

“It is a confession of weakness 
and shows up poor selling.” 

Fortunately, purchasing, sales and 
advertising executives have been 
fighting reciprocity practices vigor- 
ously since the darkest days of the 
1929 depression. If it was not for 
their efforts the situation today 
would be much blacker than it is. 

In spite of their united efforts, 
however, there are still far too many 
organizations that use reciprocity 
as a basic policy of buying and 
selling. Some of these organizations 
should know better. Others are in- 
terested in fostering the practice be- 
cause reciprocity is the only weapon 
by which they can sell inferior prod- 
ucts badly priced. 
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Generally speaking, purchasing 
and sales executives have been far 
more concerned over the practice 
than have advertising executives. 
Perhaps the reason for this is that 
they are closer to the problem be- 
cause it is so much a part of their 
daily life. 

The advertising executive is like- 
ly to be affected indirectly and often 
does not recognize how viciously 
reciprocity buying is attacking the 
roots of good advertising. 

Reciprocity is a problem that 
should be of vital concern to every 
advertising executive. It should be 
of particular concern to men in the 
field of industrial advertising, al- 
though, because of the vast expan- 
sion of reciprocity throughout busi- 
ness, no advertising executive can 
be sure that his company is not be- 
ing affected, that some of the force 
of his advertising is not being dis- 
sipated. A few companies have met 
the problem head-on by means of 
advertising. 

One company, for instance, cre- 
ated a special character who was 
featured in advertising designed to 
bring ridicule on the policy of reci- 
procity buying. 

A large industrial company in 
the South conducted a_ vigorous 
direct-mail campaign to all of its 
buyers. This campaign was _ paid 
for out of a special emergency fund 
to giving every bit of co-uperation 
we can to the organized efforts of 
associations of purchasing agents 
and sales executives. 

“This does not mean,” he added, 
“that we do not realize that to a 
far greater extent than we care to 
think, reciprocity buying is acting 
as a brake on the effectiveness of 
our advertising. 

“The day may come when we 
shall be forced to meet the issue in 
advertising.” 

At present most advertisers will 
endorse this man’s point of view. 
Unfortunately, some of them, while 
endorsing it, are not willing to co- 
operate vigorously with those indi- 
viduals and groups who are fight- 
ing reciprocity practices either for 
fear of offending important cus- 
tomers or because they, themselves, 
are engaging to a greater or lesser 
extent in reciprocity buying and 
selling. 

In the office of the purchasing 
agent of a large industrial plant is 
a sign that reads: 

Reciprocity 

This company aims to buy, just as it 
hopes to sell, on merit alone. 

The pressure of reciprocity should be 


outlawed by the management of all up- 
standing organizations. 
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There is no substitute for quality and 
service. 

There is a plain, clear statement 
of policy. If advertising and sales 
executives can work to see that such 
statements are not only posted in 
their own purchasing agents’ offices, 
but also that the policies behind 
those statements are carried out by 
their companies, a long step will 
have been taken toward the final 
defeat of a sinister, coercive force 
that is eating away at the effective- 
ness of thousands of advertising 
dollars. 


Concurrent U. C. & W. C. 
Benefit Payments 


AN INTERESTING POSSIBILITY RE- 
CENTLY BECAME AN ACTUALITY FOR 
judicial consideration in connection 
with deduction provisions governing 
unemployment compensation and 
workmen’s compensation benefits un- 
der the laws of Michigan. The opin- 
ion, which disposes of the problem by 
allowing benefits under both acts con- 
currently, without deduction of the 
one from the other, was handed down 
by the Michigan Supreme Court in 
December, 1939, in the case of Henry 
v. Ford Motor Co. 


The plaintiff, while employed by 
the Ford Motor Company, received 
certain injuries to his arm and hand 
which necessitated amputation of a 
part of a finger ; thereafter, he was re- 
tained by the company, doing only 
favored work within the limits of his 
impaired capacity. However, after a 
time at this lighter work, plaintiff was 
temporarily retired altogether, though 
not discharged, and given blanks upon 
which to make application for unem- 
ployment compensatjon benefits under 
the Michigan law. The Unemploy- 
ment Compensation Commission 
awarded benefits of $16 per week for 
a limited time, finding as was neces- 
sary under Section 28 of the Unem- 
ployment Compensation law in order 
to sustain the award, that plaintiff was 
able to work and available for employ- 
ment at the time of his suspension and 
during the ensuing period. 


Subsequently the plaintiff brought 
an action against the Ford Company 
to recover permanent partial disabil- 
ity benefits under the terms of the 
workmen’s compensation law, to com- 
mence as of the date of his suspension, 
and to include payments for the time 
for which he had already received un- 
employment compensation benefits. 
Despite the fact that plaintiff testified 
that he was able to do the light work 
he was doing immediately prior to his 
suspension, the Workmen’s Compen- 





sation Commission, partly on the basis 
of the conceded fact that such favored 
work was all the plaintiff could do, 
and that he could obtain such work 
only from the Ford Company, entered 
an award for permanent total disabil- 
ity —making no deductions there- 
from for unemployment compensation 
benefits received. The Ford Company 
appealed, claiming that there should 
not be duplication of payments under 
the Acts, only the larger award being 
payable according to law. 

The Supreme Court, construing 
Section 29 of the Michigan Unem- 
ployment Compensation Act, noted 
that the deduction there provided for 
prevents duplication of benefit pay- 
ments only when the workmen’s com- 
pensation payments are for tempo- 
rary partial disability, and not when 
they are for permanent partial or 
total disability. Since all benefits of 
both kinds are purely statutory mat- 
ters, the Court could only express its 
inability to understand why the de- 
duction provision should have been 
so enacted as to discriminate between 
temporary and permanent disability 
payments, and affirmed the work- 
men’s compensation award, without 
deduction of the unemployment com- 
pensation benefits, in accordance with 
the statutory wording. The seeming 
paradox that plaintiff was found by 
one administrative board to be able 
to work and available for work at 
the same time he was found by an- 
other administrative board to be 
totally and permanently disabled for 
work was resolved by the holding 
that the former related to post-in- 
jury rehabilitating work while the 
latter related to pre-injury occupa- 
tion. 

eo @ @ 


Shelby Mutual Celebrates 
60th Anniversary 


THE SHELBY MUTUAL PLATE GLASS 
AND CASUALTY COMPANY, SHELBY, 
Ohio, celebrated on February 5 the 
sixtieth anniversary of its founding 
in 1880. The Shelby Mutual is the 
second oldest of the United States’ 
mutual casualty insurance carriers, 
being three years younger than the 
Mutual Boiler Insurance Company 
of Boston. It is the oldest of the 
mutual companies writing general 
casualty lines. 

Reports presented at the sixtieth 
annual policyholders’ meeting showed 
assets as of January 1, 1940, of $1,- 
710,237.20, a gain of some 11% over 
last year’s total. Net surplus is $540,- 
292.89. 

Among the officers reelected at the 
meeting was L. A. Dennis, president 
and general manager. He has been an 
employe of the company since 1912. 
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_ Master's Report Puts Spotlight 


Back on “Missouri Compromise’ 


HE question of the final dis- 
position of some $7,500,000 in 


impounded fire insurance pre- 
miums, now under the control of a 
three-judge Federal Court at Kansas 
City, is expected to return to the 
headlines of the nation’s newspapers 
shortly as the result of a 450-page 
report which was filed with that trib- 
unal on January 25 by its special 
master in chancery, Paul V. Barnett 
of Kansas City. 

The premiums are those which 
were distributed in 1936 to 137 stock 
fire insurance companies — Amer- 
ican and alien as the climax of 
their six years of litigation with the 
Missouri Insurance Department over 
that state’s fire insurance rate level, 
after Missouri Superintendent of In- 
surance R. E. O’Malley had reached 
with a representative of the com- 
panies a compromise agreement 
which stipulated that 20 per cent of 
an impounded premium fund of $9,- 
893,321.08 should be returned to Mis- 
souri policyholders, and that the com- 
panies should get the remainder after 
the payment of expenses. 





Last year it was determined that 
the company representative, the de- 
ceased Charles R. Street of Clncago, 
had effected the compromise through 
the payment of a large sum of money 
to Thomas J. Pendergast, Kansas 
City political boss. Pendergast and 
©’Malley are now serving sentences 
in the United States Penitentiary at 
Leavenworth, Kansas, for having 
failed to pay Federal income tax upon 
their respective shares of the alleged 
bribe fund. 


When the facts of the compromise 
became known the three-judge Ied- 
eral court which had approved it in 
1936—made up of Judge Kimbrough 
Stone of the United States Circuit 
Court of Appeals, and Judges Merrill 
E. Otis and Albert L. Reeves of the 
United States District Court at Kan- 
sas City—ordered the companies to 
return to its custody the impounded 
funds which they had received. When 
this had been done Missouri Super- 
intendent of Insurance Ray B. Lucas 
demanded that these funds be turned 
over forthwith to the Missouri policy- 
holders who had contributed them, 
on the ground that the companies 
could no longer come into a court of 
equity with clean hands and claim 
them. The companies — with former 


/ 


United States Solicitor General Wil- 
liam B. Bullitt as new chief counsel 
— contended that the developments 
which had necessitated their return 
of the funds did not nullify the com- 
panies’ claim upon them, and asserted 
that the controversy had now re- 
verted to the status in which it had 
existed before the compromise agree- 
ment was approved in 1936. 


The important question at issue 
was regarded as being whether the 
stock insurance company executives 
who had contributed the $440,000 
with which Street is assumed to have 
bribed Pendergast had had knowl- 
edge of the uses to which these funds 
were to be put, or whether they were 
merely innocent victims of Street’s 
known propensity for managing joint 
insurance enterprises without con- 
sulting his associates as to his actions. 


To take evidence bearing upon this 
important point the three-judge court 
named — on last July 3 — as master- 
in-chancery Paul V. Barnett, the 
Kansas City attorney who had served 
in a similar capacity during the orig- 
inal rate level controversy. He held 
hearings throughout the summer at 
Chicago, New York, Hartford, St. 
Louis and Kansas City, at which 
leading stock insurance executives 
and others concerned with the com- 
promise agreement and the raising of 
the alleged bribe fund were examined. 





The report which he submitted to 
the three-judge Federal Court on 
January 25 is Barnett’s summariza- 
tion and indexing of the mass of tes- 
timony which the hearings developed, 
and will be used as a guide by the 
court in determining whether the 
stock insurance executives had, or 
should have had, knowledge of the 
uses to which Street was putting 
their contributions of insurance com- 
pany funds. The report points out 
that the master has drawn no con- 
clusions or interpretations from the 
evidence, but is merely summarizing 
it in convenient form. 

“The master has expressed no con- 
clusions of law’, the report states, 
“believing it to be the better prac- 
tice in cases pending before three 
judges sitting pursuant to section 266 
of the judicial code as amended, that 
the judges decide questions of law in 
the first instance, without the previ- 
ous advice or recommendations of a 
master in chancery. 
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“After hearing a substantial por- 
tion of the testimony, the master con- 
cluded that the question of guilty 
knowledge or the absence thereof (on 
the part of insurance executives rep- 
resenting various plaintiffs herein) 
concerning the actions and conduct 
of Charles R. Street must be deter- 
mined, not from direct evidence, but 
from inferences from the direct evi- 
dence. In addition thereto, in nearly 
every instance the legal question was 
involved as to whether the evidence 
was, as a matter of law, sufficient to 
permit an inference of guilty knowl- 
edge, as distinguished from the ques- 
tion as to whether or not such an 
inference should be drawn. This ob- 
servation is not applicable to the 
plaintiffs in the so-called ‘Great 
American group’ for reasons appear- 
ing in the testimony. The master ac- 
cordingly conferred with his honor, 
Judge Merrill E. Otis (the other 
judges of this court being then absent 
from Kansas City, Missouri), and 
the honorable Judge Otis advised the 
master to merely analyze and arrange 
the evidence, leaving the questions .of 
fact to be decided by the court in the 
first instance. This advice has been 
followed by the master. 

“The master has prepared but one 
report to be filed in each of the 137 
companion cases for two reasons: 
(1) Much of the testimony is per- 
tinent to the same identical issues 
which are common to all of the cases 
and (2) there are practices peculiar 
to the fire insurance business which 
throw some light upon the question 
as to whether the conduct of various 
individual insurance executives in 
connection with the payment of 
money to Charles R. Street, and the 
reaction of such executives toward 
the conduct of Mr. Street, justifies 
an inference of guilty knowledge 
upon the part of any one or more of 
such executives. This court may or 
may not conclude that, in that con- 
nection, it is permissible to inquire 
whether the conduct of any particular 
insurance executive was the normal 
reaction of a man engaged in and 
familiar with the practices of the in- 
surance business, as evidenced by 
the reactions of all insurance execu- 
tives who had acted in the same or 
similar circumstances. 

“Because the facts will be found 
by the court in the first instance, the 
master has not felt at liberty to treat 
any testimony as irrelevant or im- 
pertinent, or to omit the substance of 
any testimony, except in a few cases 
where record evidence definitely fixed 
a date, an amount, or other transac- 
tion, in which cases the estimates and 
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hazards of opinion, and qualified 
statements by witnesses who testi- 
fied from memory have not always 
been reported with care to preserve 
the evidence that the testimony was 
a mere opinion, estimate or qualified 
statement. In every case where there 
seemed to be any contention on either 
side that there was any doubt con- 
cerning the fact, the master has at- 
tempted to so report the evidence 
that the conflicts in testimony sharply 
appear, and the evidence that wit- 
nesses testified from memory or mere- 
ly gave an estimate or qualified their 
statements has been preserved in the 
master’s report. Statements contained 
in the digest of the evidence are the 
substance of the testimony of the wit- 
nesses. Statements by the master are 
contained in notes, designated as 
such.” 
e @ ® 


N his analysis of the evidence, 

Barnett has broken it down into 
eighteen sections. He first discusses 
the witnesses and their relations to 
the parties, then goes on to outline 
the groups of companies which were 
involved. Cooperative activities of 
the stock fire insurance companies 
the National Board of Fire Under- 
writers, local boards, the Western 
Insurance Bureau, the Western Un- 
derwriters Association, the Missouri 
Inspection Bureau, and the Subscrib- 
ers Actuarial Committee are ex- 
plained. 

Other chapters deal with Charles 
R. Street, the institution and prog- 
ress of the Missouri rate litigation 
which led up to the compromise, the 
expenses of the litigation and the 
assessments levied, and notices and 
knowledge in general. 

Street’s use of money to secure a 
settlement wins for itself a special 
section, as do the meetings in New 
York and Hartford at which he se- 
cured from executives of the major 
stock fire insurance companies an ad- 
vance of $100,500. There is discus- 
sion of changes in the terms of the 
proposed settlement, of the settle- 
ment’s negotiation, and of the collec- 
tion of a general assessment from all 
of the involved companies amount- 
ing to approximately 5 per cent of 
their impounded premiums. 


The testimony given by the execu- 
tives of fifty-eight groups of com- 
panies is analyzed, and there is a 
discussion of Street’s relations with 
the Subscribers Actuarial Commit- 
tee, the organization that was in ac- 
tual control of the entire Missouri 
litigation. The concluding chapter 





has to do with the relations between 
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Street and Robert J. Folonie, the 
Chicago attorney who served as chief 
counsel for the stock fire insurance 
companies during the Missouri litiga- 
tion, and was later co-trustee’ with 
Street of a portion of the impounded 
premiums which were being returned 
to the companies. 
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uyer s Viewpoint 
(Continued from page 16) 

_ “I happen to be one of those who 

feel strongly that insurance should and 

can be one of the most important parts 

of the economic structure in which mod- 

ern business lives.” 


Obviously Mr. Miller’s terse state- 
ment suggests the next question. 

How can insurance be made “one 
of the most important parts of the 
economic structure in which modern 
business lives” ? What changes should 
be made? What new practices should 
be adopted? What old practices 
should be discontinued ? 


The action recently taken by the In- 
surance Company of North America 
in coordinating its various depart- 
ments suggests the first step. Insur- 
ance, other than life and allied lines, 
must be coordinated. In place of the 
almost uncountable number of asso- 
ciations in fire insurance alone, as 
stated by one buyer, referred to by 
letters such as the E. U. A., I. U. B., 
LA. LM. UA, BB. OF, 
A., S. E. U. A., ete., which make the 
famous governmental alphabetical 
soup look like an oyster stew at a 
church supper, there should be one 
strong central organization presided 
over not by one who has spent a life 
time in insurance, and in only one 
branch thereof and in only one coun- 
try, but by an outstanding personage 
of national if not international experi- 
ence in merchandising, manufacturing 
and finance, even if’ he does not know 
how to route a Daily Report through 
a home or department office or how 
best to collect balances from delin- 
quent agents. I suggest that as the 
New York Life found it desirable to 
elect Mr. Coolidge to a place on its 
Board of Directors on expiration of 
his term as President of the United 
States, the central control organiza- 
tion which I visualized might well 
consider the Honorable Herbert 
Hoover for its head. 


My next suggestion is study with- 
out prejudice or preconceived ideas 
of the principles and practices of in- 
surance and of other business activi- 
ties. So far as this applies to insur- 
ance, it is most gratifying to note the 
change that has come about in recent 
times, but so far as other business 
activities are concerned, I have noted 
no change. 








Contrast this with the course pur- 
sued by insurance buyers, especially 
controllers, who have studied insur- 
ance as applied to their own business, 
until it can well be said as it has often 
been said, ‘““The average controller 
knows more about insurance than the 
average insurance official or under- 
writer knows about merchandising, 
manufacturing or banking”. 

Study will lead to the answer to 
the question “what changes should be 
made,” so far as that question per- 
tains to forms of coverage and proper 
rates to be charged therefor; it will 
lead the students to “analyze the situ- 
ation from every angle for the benefit 
of both the buyer and the under- 
writer,” as one authority has said. 

Study will reveal the inconsistencies 
due to dividing the country into vari- 
ous jurisdictions ; to conflict between 
various departments of the same in- 
surance carrier; to discrimination in 
taxation ; to the handicaps which “or- 
ganization” insurance carriers have 
imposed upon themselves and which 
have resulted in alienating business 
to competition not so handicapped. 

Unquestionably it will lead to the 
conclusion recently expressed by an- 
other writer that: 

“Those companies which will best 
meet the needs of the insuring public 
will be the companies which will ascer- 
tain and keep the point of view of the 
insured before their minds at all times. 
There has been little analysis of the 
basic needs for insurance protection 
from the point of view of the insured. 
A greater flexibility in meeting such 
needs is required.” 

Just as certainly will such study 
convince the open-minded student 
that the insurance buyer has not only 
a right to participate in the conduct 
of a business “charged with a public 
interest,” but that he is a logical link 
in the ideal insurance chain. 


It may even find a means of rem- 
edying a situation summarized by an 
observer of outstanding ability as 
follows: 

“Up and down the land is heard 
complaint of the insurance buyer who 
demands that his select and protected 
risk is entitled to better rates and liber- 
alized forms. Mutual and reciprocal in- 
surance lend themselves to his problems 
because by their very nature they select 
their risks and make forms to fit certain 
peculiar requirements. The capital-stock 
company agent, being a middleman 
and thoroughly sold on the idea that 
business stability must be maintained 
through rating bureaus and stamping 
offices, is caught in the vortex and 
whirled around like a straw.” 


ee @ ®@ 
INALLY, study will lead to the 
correct answer to the question: 
“What new practices should be 
adopted ?” 
(Continued on page 28) 
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ENERAL MANAGER W. 
G F. ROEBER of the National 


Council on Compensation In- 
surance has announced the submis- 
sion of a new plan of Experience Rat- 
ing workmen’s compensation insur- 
ance risks — known as the “Multi- 
Split Experience Rating Plan” — to 
the various Insurance Commission- 
ers for their consideration. This Plan 
has also been sent to the Independ- 
ent Bureaus in New York, New Jer- 
sey, Massachusetts, Virginia, North 
Carolina, Wisconsin, Minnesota and 
California for the consideration of 
the appropriate Committees of these 
Bureaus. 


Because of the desirability of hav- 
ing a substantially uniform system of 
experience rating from state to state, 
the Plan is being submitted to the 
Insurance Commissioners for their 
preliminary consideration with the 
understanding that if and when it 
has been found generally acceptable, 
the Plan will be formally submitted 
for approval as of a uniform date. 
This method of procedure has been 
adopted because it has been felt that 
it would be undesirable to have a 
situation where one plan of experi- 
ence rating was applicable in one 
state and another plan in use in an 
adjoining state, even though the final 
results of applying the two plans 
might be substantially the same. 


The Multi-Split Experience Rat- 
ing Plan has just recently been 
adopted by the Rates Committee of the 
National Council and is the result of 
a study conducted by the Council’s 
Actuarial Committee, extending 
over a period of approximately 
two and a half years, in an effort to 
simplify and improve the method of 
experience rating workmen’s com- 
pensation risks. The entire field has 
been thoroughly explored and ex- 
haustive tests have been made with 
the result that it is believed that the 
Multi-Split Experience Rating Plan 
constitutes a distinct improvement in 
the determination of modifications 
from average manual rates for indi- 
vidual workmen’s compensation risks. 


The purpose of any experience 
rating plan is. to measure the actual 
experience of an individual risk as 
compared with the average experi- 
ence of all risks in the same classifi- 
cation so that a good experience rec- 
ord may receive a reward in the form 
of a credit from the “manual rate” 
and a poor experience be charged a 
penalty above the manual rate. Any 


MULTI-SPLIT EXPERIENCE RATING PLAN 
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experience rating plan must provide 
a balance between the incentive which 
the system offers for the encourage- 
ment of accident prevention work, 
thus enabling the individual employer 
to receive a monetary reward, either 
from a credit from the manual rate 
or from a previously incurred pen- 
alty, and the general principle of in- 
surance which must protect the as- 
sured against the happening of acci- 
dent costs which are fortuitous and 
which have little bearing upon the 
general accident characteristics of 
the risk. 


The Multi-Split Experience Rat- 
ing Plan includes a number of fea- 
tures that are outstanding and which 
constitute desirable improvements of 
the existing system of experience 
rating. 


The current Experience Rating 
Plan provides for the use of the risk 
experience for five policy years. The 
use of such old experience has often 
been a source of dissatisfaction to 
an assured who may feel that his 
more recent experience is a_ better 
indication of the rates applicable to 
his current operations. The objec-. 
tion to the use of this very old ex- 
perience was responsible, a number 
of years ago, for a system of weight- 
ing the experience so that the oldest 
experience did not have as much in- 
fluence upon the rate modification as 
the experience of the later years. The 
Multi-Split Plan reduces the length 
of the experience period to three 
years and, at the same time, re- 
moves the complication of applying 
“weights” to the experience of indi- 
vidual policy years. The new Plan 
should, therefore, serve to reflect 
more readily efforts on the part of 
the assured to improve his rating. 


The term “Multi-Split” really re- 
fers to the treatment that is applied 
to risk losses and applies to the prin- 
ciple of discounting the more costly 
claims so that they will not enter into 
the rating at their full value. This 
principle of discounting the more 
costly cases has a tendency to em- 
phasize the frequency of losses rather 
than the total amount of such losses. 
From the viewpoint of both the em- 
ployer and the insurance carrier, it 
is desirable to limit the importance 
of the monetary cost of each case be- 
cause, in general, it is the number of 
accidents that determines whether or 
not a risk is characteristically safe 
or hazardous. Accordingly, less em- 
phasis should be placed on the infre- 
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quent high cost claims than upon a 
series of accidents which may, in the 
aggregate, cost the same amount but 
which might potentially produce a 
very high loss cost. Under the Multi- 
Split Plan the discounts from actual 
cost are calculated by scientific for- 
mula whereby the percentage of dis- 
count increases with the amount of 
the loss, but, in practice, the dis- 
counted values for each loss will be 
taken from a simple discount table. 


Another feature of the treatment 
of risk losses under the Multi-Split 
Plan is that each loss will be treated 
as a unit, that is the cost of indemnity 
payments and the medical cost on 
each claim will be combined. Under 
the present system serious losses are 
split in four different ways namely, 
“normal indemnity”, ‘excess indemn- 
ity”, “normal medical” and “excess 
medical”. 


For the vast majority of risks 
that are subject to experience rat- 
ing — probably at least 90 per cent 
— the Multi-Split Experience Rat- 
ing Plan provides a rating formula 
that is greatly simplified over the 
current Plan. This simplified formula 
is as follows :* 


The “Ballast” is a stabilizing ele- 
ment to prevent wide fluctuations in 
rates which might result from a single 
or a few high cost claims. The bal- 
last factors have been so calculated 
that the maximum charge produced 
by a single claim shall not exceed 25 
per cent for a risk which produces a 
subject premium equal to three times 
the minimum average annual pre- 
mium required for eligibility under 
the Plan. 


As under the present Plan, more 
and moré credence will be given to 
the individual experience of risks as 
they increase in size. Risks of very 
large size will be “Self-Rated’’, mean- 
ing that the rate modification will be 
based upon the ratio of actual risk 
losses to the expected risk losses, 
both without discount. The Multi- 
Split Plan liberalizes the self-rating 
feature by reducing the amount of 
premium at which self-rating starts, 
and simplifies the procedure in that 
there is only one qualification for 
self-rating, whereas at present there 
are separate premium values for 
“normal” and “excess” premium. 


In between the risk which quali- 
hes for the simple rating formula 
quoted above and the “self-rating” 


*Rate Modification = Actual Discounted 
Losses + Ballast. 
Expected Discounted Losses +. Ballast. 
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point, the Multi-Split Plan provides 
for a gradual transition between the 
use of the full discounts on the losses 
which are used in the smaller risks 
and the undiscounted actual experi- 
ence as is used in self-rating. This 
transition is taken care of by an ad- 
ditional item in the rating formula 
which in effect provides for a grad- 
ual reduction in the discount applied 
to the risk losses. The Ballast fac- 
tor also is gradually changed so that 
at the self-rating point it disappears 
entirely. 

The Multi-Split Experience Rat- 
ing Plan also gives recognition to 
the varying benefit provisions of the 
various state workmen’s compensa- 
tion laws in that the requirements for 
qualification under the Rating Plan, 
the premium value for self-rating, 
and the extent of loss discount varies 
in some degree with the liberality 
of the benefit provisions of each 
state Act. 

All in all the Multi-Split Experi- 
ence Rating Plan should prove a 
distinct improvement over the pres- 
ent system of experience rating both 
from the theoretical and the practical 
viewpoint. The reduction in the ex- 
perience period and the simplifica- 
tion of the rating formula for the 
vast maority of risks should recom- 
mend it to all concerned. 





Leon S. Senior Dies 

LEON S. SENIOR, GENERAL MANAGER 
OF THE COMPENSATION INSURANCE 
Rating Board, of New York, died 
suddenly in New York City on Feb- 
ruary 3. A graduate of New York 
University and a member of the New 
York Bar, Mr. Senior joined the New 
York Insurance Department in 1907 
as an examiner of casualty companies. 
In 1914, when the Compensation Rat- 
ing Board was organized, Mr. Senior 
was named its general manager. This 
position he continued to hold until his 
death. 

Mr. Senior was a charter member 
of the Casualty Actuarial Society, and 
its president for the period 1936-1938. 


e® e ® 
Retrospective Rating 
Eligibility Requirements 
Reduced 


THE NATIONAL COUNCIL ON COM- 
PENSATION INSURANCE HAS FILED 
with the Insurance Commissioners 
and with the independent bureaus a 
change in the retrospective plan of rat- 
ing workmen’s compensation insur- 
ance risks which will liberalize the 
eligibility requirements of that plan. 
Under the new proposal the plan will 
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be made available to risks with an an- 
nual premium of $1,000 or more. The 
usual present limit of qualification is 
$5,000 of annual premium, although 
there are several states where the limit 
is now less than that amount. The pro- 
posed change, therefore, will not only 
make the plan available to numerous 
risks which are now too small to 
qualify, but will also tend to make the 
requirements uniform from state to 
state. 


At the same time under the new 
plan the rating factors for those risks 
where the annual premium is in ex- 
cess of $150,000 are being graduated 
by size of risk, whereas at the present 
time uniform factors are used for all 
risks above $150,000. 


These changes in the retrospective 
rating plan have been filed to become 
effective on April 1, 1940. 





Buyer’s Viewpoint 
(Continued from page 26) 

It is with great hesitancy that I 
undertake to suggest what practices 
should be discontinued. Insurance, 
especially fire insurance, is steeped in 
tradition. Its leaders are reluctant to 
admit their errors of judgment, but 
even more so to admit that they failed 
to abandon such errors until long after 
they had become known. Witness an 
outstanding instance : 


For many years (probably 50 or 
60) the National Board of Fire Un- 
derwriters has compiled and published 
at considerable expense tables setting 
forth the per capita loss ratios of cities 
and towns. The inaccuracy of such 
data was generally known, especially 
by the fire chiefs who estimated and 
reported the fire losses. The worth- 
lessness of even correct data was also 
well known and bfought to attention 
by authorities prominent in insurance 
ranks. Witness the scholarly article 
by Charles E. Worthington of the 
National Fire Protection Association, 
in the October, 1923, “Quarterly” of 
that Association’s official publication, 
“The Fallacy of per Capita Loss Fig- 
ures’. 

Sixteen years after this article ap- 
peared the National Board of Fire 
Underwriters admitted the correct- 
ness of Mr. Worthington’s conten- 
tions and announced that thenceforth 
it would discontinue publishing per 
capita loss figures, when such relate 
to cities. It will now be interesting to 
note whether the same body, some- 
times referred to as our greatest body 
of statistical misinformation, will dis- 
continue making comparisons be- 
tween countries based on per capita 
fire losses in utter disregard of the per 


capita wealth of these countries sub- 
ject to loss or damage by fire. 

Far more important than this is that 
insurance carriers and their repre- 
sentatives discontinue slandering one 
another, thereby undermining confi- 
dence in the whole institution of in- 
surance. 

Slanders, it has been said, have 
long been a technique of political cam- 
paigns. To see evidence that it is be- 
ing adopted, in a measure, by repu- 
table business is disheartening. It 
betokens an almost complete bank- 
ruptcy of intelligence and enterprise. 

Akin to slander, but more closely 
akin to the fallacy of the per capita 
loss ratios, is the present hysteria in 
connection with the attempt to group 
non-stock insurance carriers with con- 
sumer cooperatives in the mercantile 
world. It is generally recognized that 
certain types of organizations cannot 
be held together unless they have a 
“cause,” and most of us are reconciled 
to such a situation. But when 
“causes” are succeeded by other 
“causes” in rapid succession, one can- 
not escape the conviction that at least 
some of them, like competition to war- 
rant arbitrary reductions in ‘“‘scienti- 
fically” determined fire insurance 
rates, are ‘“manufactured”’. 

More amazing is the fact that in- 
surance carriers and their non-profit 
organizations aid and abet, at heavy 
expense, the activities of these leaders 
of “causes”, but most amazing is the 
fact that neither carriers nor produc- 
ers realize that in so doing they are 
antagonizing policyholders and sub- 
stituting for the slogan, “The cus- 
tomer is always right” the unique 
slogan, “The customer is always 
wrong”, 

Gentlemen, I submit, with apolog- 
ies to Mr. Murphy, that that is the 
direct “Road to Ruin”. 

In conclusion may I say that I 
thoroughly appreciate that, as stated 
by a great insurance editor: 

“The new idea, like bright light in 
a dark place, always disturbs some- 
body. If you have a new idea, don’t 
expect any welcome. Novelty is ana- 
thema to Underwriters who object to 
hard thinking.” 

I hope, however, that you will not 
counter with the famous biblical quo- 
tation which so often occurs to me 
after reading the proceedings of a 
convention of insurance carriers or 
producers : 

And Job answered and said, 

2 No doubt but ye are the peo- 
ple, and wisdom shall die 
with you 

3 But I have understanding as 
well as you; I am not inferior 
to you; yea, who knoweth 
not such things as these? 
Job 12:2.3. 
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For a quick answer you are apt to say, 
“Why, the person who buys the most mer- 
chandise from me.” . . . But a careful analysis of your 
accounts based on the above chart is very likely to reveal 
the unusual fact that your most profitable customer is 


the man who sells you FEDERATED-HMC insurance! 


The FEDERATED-HMC salesman contributes to your 
net profits, by giving you dividend-paying insurance 
which has always lowered costs . . . and by preparing 
Program Plans which provide an analysis of your present 
protection plus a recommended insurance program that 
assures adequate coverage at a cost you can afford to pay. 
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To get the complete story of FEDERATED-HMC Mu- 
tual Insurance, write for a copy of the booklet, “Reducing 
Your Expenses”. It will be a valuable guide in planning 
your insurance program and it will assist you materially 
in keeping your insurance costs on a profitable basis. 


* 
FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company 
Home Office: Stevens Point, Wis. 


Mi ta Impl t Mutual Fire Insurance Company 
Home Office: Owatonna, Minn. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 




























LUMBER MENS 


Mitual ‘Casually Company 


JAMES S. KEMPER, President 
Mutual Insurance Building : CHICAGO, U. S. A. 


27th Consecutive Announcement of Annual Increases 


During ADI: 
tssels increased $3,901,248.85 to $38,073,226.38.* 


Premiwm Jrcome ivcreased $546,627.31 to $27,458,306.73.* 


Nel Siurfils ** increased $331,946.04 to $5,000,000.* 


Dividends paid to policyholders during the year were 
$4,781,726.96,* an increase of $35,841.84 over the $4,745,885.12 paid in 1938. 


* As of December 31, 1939 


**In addition, the company added during the year $262,440.31 to a volun- 
tary reserve for unassigned funds. The company also maintains a special 
reserve of $150,794.57, which, together with its present voluntary $1,000,000 
contingency reserve, is sufficient to adjust all stocks to 1932 lows. 























